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TITLE  5— ADMINISTRATIVE 
PERSONNEL 

Chapter  III — Foreign  and  Territorial 
Compensation 

Subchapter  B— The  Secretary  of  State 
[Dept.  Reg.  108.133] 

Part  325 — Additional  Compensation  in 
Foreign  Areas 

designation  of  differential  posts 

Section  325.11,  Designation  of  differ¬ 
ential  posts,  is  amended  as  follows, 
effective  on  the  date  indicated : 

1.  Effective  as  of  the  beginning  of  the 
first  pay  period  following  July  21,  1951, 
paragraph  (d)  is  amended  by  the  addi¬ 
tion  of  the  following  post: 

Berlin,  Germany. 

(Sec.  102,  Part  I,  E.  O.  10000,  Sept.  16,  1948, 
13  F.  R.  5453;  3  CFR,  1948  Supp.) 

Issued:  July  26,  1951. 

For  the  Secretary  of  State. 

W.  K.  Scott, 

Deputy  Assistant  Secretary. 

[F.  R.  Doc.  51-9715;  Filed,  Aug.  15,  1951; 
8:47  a.  m.j 


(Dept.  Reg.  108.134] 

Part  325 — Additional  Compensation  in 
Foreign  Areas 

designation  of  differential  posts 

Section  325.11,  Designation  of  differ¬ 
ential  posts,  is  amended  as  follows,  ef¬ 
fective  on  the  dates  indicated; 

1.  Effective  as  of  the  beginning  of  the 
first  pay  period  following  August  4,  1951, 
paragraph  (al  is  amended  by  the  dele¬ 
tion  of  the  following  post: 

Lahore,  Pakistan. 

2.  Effective  as  of  the  beginning  of  the 
first  pay  period  following  August  4,  1951, 
paragraph  (b)  Js  amended  by  the  dele¬ 
tion  of  the  following  posts: 

Belgrade,  Yugoslavia. 

Merida,  Mexico. 

Moscow,  U.  S.  S.  R. 

Philippines,  all  posts  except  Baguio,  Caga¬ 
yan,  Cebu,  Davao,  Iloilo,  Legaspi,  Subic  Bay, 
Tubabao  (Guiuan),  and  Zamboanga. 

3.  Effective  as  of  the  beginning  of  the 
first  pay  period  following  August  4, 1951, 
paragraph  (d)  is  amended  by  the  dele¬ 
tion  of  the  following  posts: 


Guaymas,  Mexico. 

Tampico,  Mexico. 

4.  Effective  as  of  the  beginning  of  the 
first  pay  period  following  July  7,  1951, 
paragraph  (a)  is  amended  by  the  addi¬ 
tion  of  the  following  post: 

Calama,  Chile. 

5.  Effective  as  of  the  beginning  of  the 
first  pay  period  following  August  4,  1951, 
paragraph  (a)  is  amended  by  the  addi¬ 
tion  of  the  following  post: 

Moscow,  U.  S.  S.  R. 

6.  Effective  as  oi  the  beginning  of  the 
first  pay  period  following  August  4,  1951, 
paragraph  (b)  is  amended  by  the  addi¬ 
tion  of  the  following  posts: 

Philippines,  all  posts  except  Baguio  City, 
Cagayan,  Cebu,  Davao,  Iloilo,  Legaspi,  Subic 
Bay,  Tubabao  (Guiuan),  and  Zamboanga. 

7.  Effective  as  of  the  beginning  of  the 
first  pay  period  following  August  4,  1951, 
paragraph  (c)  is  amended  by  the  addi¬ 
tion  of  the  following  posts: 

Guaymas,  Mexico. 

Merida,  Mexico. 

Tampico,  Mexico. 

8.  Effective  as  of  the  beginning  of  the 
first  pay  period  following  August  4,  1951, 
paragraph  (d)  is  amended  by  the  addi¬ 
tion  of  the  following  post: 

Vienna,  Austria. 

(Sec.  102,  Part  I,  E.  O.  10000,  Sept.  16,  1948, 
13  F,  R.  5453;  3  CFR.  1948  Supp.) 

Issued:  August  1,  1951. 

For  the  Secretary  of  State. 

W.  K.  Scott. 

Deputy  Assistant  Secretary. 

[F.  R.  Doc.  51-9716;  Filed,  Aug.  15,  1951; 

8:48  a.  m.] 


TITLE  7— AGRICULTURE 

Chapter  IX — Production  and  Mar¬ 
keting  Administration  (Marketing 
Agreements  and  Orders),  Depart¬ 
ment  of  Agriculture 

Part  954 — Milk  in  Duluth-Superior 
Marketing  Area 

order  amending  the  order,  as  amended, 

REGULATING  THE  HANDLING 

§  954.0  Findings  and  determinations. 
The  findings  and  determinations  here- 

(Contlnued  on  p.  3105) 
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Inafter  set  forth  are  supplementary  and 
in  addition  to  the  findings  and  deter¬ 
minations  previously  made  in  connection 
with  the  issuance  of  the  aforesaid  order 


and  of  each  of  the  previously  issued 
amendments  thereto ;  and  all  of  said  pre¬ 
vious  findings  and  determinations  are 
hereby  ratified  and  affirmed,  except  in¬ 
sofar  as  such  findings  and  determina¬ 
tions  may  be  in  conflict  with  the  findings 
and  determinations  set  forth  herein. 

(a)  Findings  upon  the  basis  of  the 
hearing  record.  Pursuant  to  the  provi¬ 
sions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.  S.  C.  601  et  seq.),  and  the  applicable 
rules  of  practice  and  procedure,  as 
amended,  governing  the  formulation  of 
marketing  agreements  and  marketing 
Ciders  (7  CFR  Part  900),  a  public  hear¬ 
ing  was  held  at  Duluth,  Minnesota,  on 
May  15,  1951,  upon  a  proposed  amend¬ 
ment  to  the  tentative  marketing  agree¬ 
ment  and  to  the  order,  as  amended, 
regulating  the  handling  of  milk  in  the 
Duluth-Superior,  marketing  area.  Upon 
the  basis  of  the  evidence  introduced  at 
such  hearing  and  the  record  thereof,  it 
is  found  that: 

(1)  The  said  order,  as  amended,  and 
as  hereby  further  amended,  and  all  of 
the  terms  and  conditions  thereof,  will 
tend  to  effectuate  the  declared  policy  of 
the  act. 

(2)  The  parity  prices  of  milk  as  de¬ 
termined  pursuant  to  section  2  of  the 
act  are  not  reasonable  in  view  of  the 
price  of  feeds,  available  supplies  of  feeds 
and  other  economic  conditions  which 
affect  market  supply  and  demand  for 
milk  in  the  said  marketing  area,  and  the 
minimum  prices  specified  in  the  order, 
as  amended,  and  as  hereby  further 
amended,  are  such  prices  as  will  reflect 
the  aforesaid  factors,  insure  a  sufficient 
quantity  of  pure  and  wholesome  milk 
and  be  in  the  public  interest;  and 

(3)  The  said  order,  as  amended,  and 
as  hereby  further  amended,  regulates 
the  handling  of  milk  in  the  same  manner 
as  and  is  applicable  only  to  persons  in 
the  respective  classes  of  industrial  and 
commercial  activity  specified  in  a  mar¬ 
keting  agreement  upon  which  a  hearing 
has  been  held. 

(b)  Additional  findings.  It  is  hereby 
found  and  determined  that  good  cause 
exists  for  making  effective  not  later  than 
September  1,  1951,  this  order  amending 
the  said  order,  as  amended.  This  action 
is  necessary  in  the  public  interest  in 
order  to  reflect  current  marketing  con¬ 
ditions  and  to  insure  the  production  of 
an  adequate  supply  of  milk.  Accord¬ 
ingly,  any  further  delay  in  the  effective 
date  of  this  order,  as  amended,  and  as 
hereby  further  amended,  will  seriously 
impair  orderly  marketing  of  milk  in  the 
Duluth-Superior  marketing  area.  The 
provisions  of  the  said  amendatory  order 
are  well  known  to  handlers — the  public 
hearing  having  been  held  May  15,  1951, 
and  the  decision  having  been  executed  by 
the  Secretary  on  July  26,  1951.  Reason¬ 
able  time  under  the  circumstances  has 
been  afforded  persons  affected  to  prepare 
for  its  effective  date.  Therefore,  it  would 
be  impracticable  and  contrary  to  the 
public  interest  to  delay  the  effective  date 
of  this  amendatory  order  30  days  after 
its  publication  in  the  Federal  Register 
(see  sec.  4  (c)  Administrative  Procedure 
Act,  Pub.  Law  404,  79th  Cong.  60  Stat. 
237). 


(c)  Determinations.  It  is  hereby 
determined  that  handlers  (excluding 
cooperative  associations  of  producers 
who  are  not  engaged  in  processing,  dis¬ 
tributing,  or  shipping  the  milk  covered 
by  this  order  amending  the  order,  as 
amended,)  of  more  than  50  percent  of 
the  volume  of  milk  covered  by  the  afore¬ 
said  order,  as  amended,  and  as  hereby 
further  amended,  which  is  marketed 
within  the  Duluth-Superior  marketing 
area,  refused  or  failed  to  sign  the  mark¬ 
eting  agreement  regulating  the  handling 
of  milk  in  the  said  marketing  area ;  and 
it  is  hereby  further  determined  that: 

(1)  The  refusal  or  failure  of  such 
handlers  to  sign  said  marketing  agree¬ 
ment  tends  to  prevent  the  effectuation  of 
the  declared  policy  of  the  act; 

(2)  The  issuance  of  this  order  amend¬ 
ing  the  said  order,  as  amended,  is  the 
only  practical  means,  pursuant  to  the 
declared  policy  of  the  act,  of  advancing 
the  interests  of  the  producers  of  milk 
which  is  produced  for  sale  in  the  said 
marketing  area;  and 

(3)  The  issuance  of  this  order  amend¬ 
ing  the  order,  as  amended,  is  approved 
or  favored  by  at  least  two-thirds  of  the 
producers  who,  during  the  determined 
representative  period  (April  1951),  were 
engaged  in  the  production  of  milk  for 
sale  in  the  said  marketing  area. 

Order  Relative  to  Handling 
It  is  therefore  ordered,  that  on  and 
after  the  effective  date  hereof,  the 
handling  of  milk  in  the  Duluth-Superior, 
marketing  area  shall  be  in  conformity 
to  and  in  compliance  with  the  terms  and 
conditions  of  the  aforesaid  order,  as 
amended,  and  as  hereby  further 
amended  as  follows: 

1.  Delete  §  954.41  (a)  and  substitute 
therefor  the  following: 

(a)  Class  I  milk  shall  be  all  skim  milk 
and  butterfat  (1)  disposed  of  in  the  form 
of  milk,  skim  milk,  buttermilk,  flavored 
milk,  flavored  milk  drinks,  and  cream 
for  fluid  consumption  (including  any 
mixture  of  cream  and  milk  or  skim  milk 
containing  less  butterfat  than  the  min¬ 
imum  requirement  for  cream).  (2)  used 
in  the  production  of  concentrated  milk, 
not  sterilized,  for  fluid  consumption,  and 
(3)  not  specifically  accounted  for  as 
used  to  produce  a  Class  II  product. 

2.  Delete  §  954.51  and  substitute  there¬ 
for  the  following: 

§  954.51  Butterfat  differentials  to 
handlers — (a)  Class  I  milk.  If  the  aver¬ 
age  butterfat  content  of  the  milk  dis¬ 
posed  of  as  Class  I  milk  by  any  handler 
is  more  or  less  than  3.5  percent,  there 
shall  be  added  to  the  Class  I  price  com¬ 
puted  pursuant  to  §  954.50  (a)  for  each 
one-tenth  of  1  percent  that  the  average 
butterfat  content  of  such  milk  is  above 
3.5  percent,  or  subtracted  for  each  one- 
tenth  of  1  percent  that  the  average  but¬ 
terfat  content  of  such  milk  is  below  3.5 
percent,  an  amount  computed  by  multi¬ 
plying  by  1.40  the  simple  average  of  the 
daily  wholesale  selling  prices  per  pound 
of  Grade  A  (92-score)  bulk  creamery 
butter  as  reported  by  the  United  States 
Department  of  Agriculture  for  the  Chi¬ 
cago  market  during  the  period  from  the 
25th  day  of  the  month  second  preceding 
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such  delivery  period  through  the  24th 
day  of  the  month  immediately  preceding 
such  delivery  period  and  divide  the  re¬ 
sult  by  10. 

(b)  Class  II  milk.  If  the  average  but- 
terfat  content  of  the  Class  II  milk  dis¬ 
posed  of  by  any  handler  is  more  or  less 
than  3.5  percent  there  shall  be  added  to 
the  class  price  computed  pursuant  to 
§  954.50  (b)  for  each  one-tenth  of  1  per¬ 
cent  that  the  average  butterfat  content 
of  such  milk  is  above  3.5  percent  or  sub¬ 
tracted  for  each  one-tenth  of  1  percent 
that  the  average  butterfat  content  of 
such  milk  is  below  3.5  percent,  an  amount 
computed  by  multiplying  by  1.25  the 
simple  average  of  the  daily  wholesale 
selling  prices  per  pound  of  Grade  A  (92- 
score)  bulk  creamery  butter  as  re¬ 
ported  by  the  United  States  Department 
of  Agriculture  for  the  Chicago  market 
during  the  period  from  the  25th  day  of 
the  month  second  preceding  such  deliv¬ 
ery  period  through  the  24th  day  of  the 
month  immediately  preceding  such  de¬ 
livery  period  and  divide  the  result  by  10. 

3.  Amend  5  954.81  by  deleting  there¬ 
from  the  reference  “§  954.51"  and  sub¬ 
stituting  therefor  "§  954.51  (b).” 

(Sec.  5,  49  Stat.  753,  as  amended;  7  U.  S.  C. 
and  Sup.,  608c) 

Issued  at  Washington,  D.  C.,  this  13th 
day  of  August  1951  to  be  effective  on  and 
after  the  1st  day  of  September  1951. 

[  seal!  C.  J.  McCormick, 

Acting  Secretary  of  Agriculture. 

(F.  R.  Doc.  51-9746;  Filed,  Aug.  15,  1951; 

8:53  a.  m.] 

TITLE  16— COMMERCIAL 
PRACTICES 

Chapter  I — Federal  Trade  Commission 

[Docket  58051 

Part  3 — Digest  of  Cease  and  Desist 
Orders 

HENRY  M ODELL  &  CO.,  INC.,  ET  AL. 

Correction 

In  Federal  Register  Document  51-9628, 
published  at  page  8040  of  the  issue  for 
Wednesday,  August  15,  1951,  the  author¬ 
ity  citation  should  read: 

(Sec.  6.  38  Stat.  722;  15  U.  S.  C.  46.  Inter¬ 
prets  or  applies  sec.  5,  38  Stat.  719,  as 
amended;  15  U.  S.  C.  45) 


[Docket  5826] 

Part  3 — Digest  of  Cease  and  Desist 
Orders 

S.  WAXM.AN  ET  AL. 

Correction 

In  Federal  Register  Document  51-9629, 
appearing  at  page  8041  of  the  issue  for 
Wednesday,  August  15, 1951,  the  author¬ 
ity  citation  should  read: 

(Sec.  6.  38  Stat.  722,  sec.  6,  64  Stat.  1131; 
15  U.  S.  C.  46.  68d.  Interprets  or  applies  sec. 
6,  38  Stat.  719,  as  amended,  secs.  2-5,  54 
Stat.  1128-1130;  15  U.  S.  C.  45,  68-68C) 
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TITLE  17— COMMODITY  AND 
SECURITIES  EXCHANGES 

Chapter  I  —  Commodity  Exchange 
Authority  (Including  Commodity 
Exchange  Commission),  Depart¬ 
ment  of  Agriculture 

[Hearing  Docket  CE-P  7] 

Part  150 — Orders  of  the  Commodity 
Exchange  Commission 

LIMITS  on  position  AND  DAILY  TRADING  IN 
EGGS  FOR  FUTURE  DELIVERY 

Findings  of  fact.  Pursuant  to  the  pro¬ 
visions  of  section  4a  of  the  Commodity 
Exchange  Act  (7  U.  S.  C.  6a),  the  Com¬ 
modity  Exchange  Commission,  after 
investigation  and  lull  consideration  of 
the  record  made  at  public  hearing  held 
in  Washington,  D.  C.,  on  February  5 
and  6  and  April  2,  1951,  of  which  due 
public  notice  had  been  given  and  at 
which  all  persons  were  given  opportunity 
to  hear,  present,  refute,  and  comment 
on  evidence  in  the  premises,  does  hereby 
find: 

(a)  Trading  in  eggs  for  future  delivery 
on  or  subject  to  the  rules  of  a  contract 
market  by  a  person  w^ho  holds  or  controls 
a  speculative  net  position,  long  or  short, 
of  more  than  (1)  150  carlots  in  any  one 
egg  future  maturing  in  any  delivery 
month  from  February  to  September, 
inclusive,  (2)  100  carlots  in  the  October 
egg  future,  (3)  75  carlots  in  the  Novem¬ 
ber  egg  future,  (4)  50  carlots  in  the 
December  egg  future,  (5)  50  carlots  in 
the  January  egg  future,  or  (6)  150  car- 
lots  in  all  egg  futures  combined,  on  or 
subject  to  the  rules  of  such  contract 
market,  tends  to  cause  sudden  or 
unreasonable  fluctuations  or  changes  in 
the  price  of  eggs  not  warranted  by 
changes  in  the  conditions  of  supply  or 
demand. 

(b)  Speculative  buying  or  selling  by  a 
person  during  one  business  day  of  more 
than  (1)  150  carlots  in  any  one  egg  fu¬ 
ture  maturing  in  any  delivery  month 
from  February  to  September,  inclusive, 

(2)  100  carlots  in  the  October  egg  future, 

(3)  75  carlots  in  the  November  egg 
future,  (4)  50  carlots  in  the  December 
egg  future,  (5)  50  carlots  in  the  January 
egg  future,  or  (6)  150  carlots  in  all  egg 
futures  combined,  on  or  subject  to  the 
rules  of  a  contract  market,  tends  to  cause 
sudden  or  unreasonable  fluctuations  or 
changes  in  the  price  of  eggs  not  war¬ 
ranted  by  changes  in  the  conditions  of 
supply  or  demand. 

Conclusions.  Upon  the  foregoing 
facts,  it  is  concluded  that  in  order  to 
prevent  excessive  speculation  in  egg 
futures  w'hich  will  cause  sudden,  unrea¬ 
sonable,  or  unwarranted  fluctuations  or 
changes  in  price  resulting  in  an  undue 
and  unnecessary  burden  on  interstate 
commerce  in  eggs,  it  is  necessary  to  es¬ 
tablish  limits  on  the  amount  of  specula¬ 
tive  trading  under  contracts  of  sale  of 
eggs  for  future  delivery  on  or  subject  to 
the  rules  of  contract  markets  which  may 
be  done  by  any  person;  that  the  amounts 
set  forth  in  paragraphs  (a)  and  (b), 
respectively,  of  the  above  Findings  of 
Fact  are  reasonable  limits  on  the  net  long 


or  net  short  speculative  position  which 
any  person  may  hold  or  control,  and 
upon  the  daily  speculative  purchases  or 
sales  which  any  person  may  make,  in 
egg  futures  on  or  subject  to  the  rules  of 
any  contract  market. 

§  150.5  Limits  on  position  and  daily 
trading  in  eggs  for  future  delivery.  The 
following  limits  on  the  amount  of  trad¬ 
ing  under  contracts  of  sale  of  eggs  for 
future  delivery  on  or  subject  to  the  rules 
of  any  contract  market,  which  may  be 
done  by  any  person,  are  hereby  pro¬ 
claimed  and  fixed,  to  be  in  full  force  and 
effect  on  and  after  October  1,  1951. 

(a)  Position  limit.  The  limit  on  the 
maximum  net  long  or  net  short  position 
w-hich  any  person  may  hold  or  control 
in  eggs  on  or  subject  to  the  rules  of  any 
one  contract  market  is  150  carlots  in  any 
one  future  or  in  all  futures  combined: 
Provided,  That  no  person  may  hold  or 
control  a  net  long  or  net  short  position 
in  excess  of  ‘(l)  100  carlots  in  the  Octo¬ 
ber  egg  future,  (2)  75  carlots  in  the  No¬ 
vember  egg  future,  (3)  50  carlots  in  the 
December  egg  future,  or  (4)  50  carlots  in 
the  January  egg  future. 

(b)  Daily  trading  limit.  The  limit  on 
the  maximum  amount  of  eggs  which  any 
person  may  buy,  and  on  the  maximum 
amount  which  any  person  may  sell,  on 
or  subject  to  the  rules  of  any  one  con¬ 
tract  market  during  any  one  business 
day  is  150  carlots  in  any  one  future  or 
in  all  futures  combined:  Provided,  That 
no  person  may  buy  or  sell  during  any 
one  business  day  more  than  (1)  100  car- 
lots  in  the  October  egg  future,  (2)  75 
carlots  in  the  November  egg  future,  (3) 
50  carlots  in  the  December  egg  future, 
or  (4)  50  carlots  in  the  January  egg  fu¬ 
ture. 

(c)  Bona  fide  hedging.  The  foregoing 
limits  upon  position  and  upon  daily 
trading  shall  not  be  construed  to  apply 
to  bona  fide  hedging  transactions,  as  de¬ 
fined  in  section  4a  (3)  of  the  Commodity 
Exchange  Act  (7  U.  S.  C.  6a  (3) ). 

(d)  Manipulation:  corners;  responsi¬ 
bility  of  contract  market.  Nothing  con¬ 
tained  in  this  section  shall  be  construed 
to  affect  any  provisions  of  the  Com¬ 
modity  Exchange  Act  relating  to  manip¬ 
ulation  or  corners,  nor  to  relieve  any 
contract  market  or  its  governing  board 
from  responsibility  under  section  5  (d) 
of  the  Commodity  Exchange  Act  (7  U. 
S.  C.  7  (d) )  to  prevent  manipulation  and 
corners. 

(e)  Definition.  As  used  in  this  sec¬ 
tion,  the  word  "person"  includes  individ¬ 
uals,  associations,  partnerships,  corpora¬ 
tions,  and  trusts. 

(Sec.  4a,  49  Stat.  1492;  7  U.  S.  C.  6a) 

Issued  this  13th  day  of  August  1951. 

Commodity  Exchange 
Commission, 

[SEAL]  Charles  F.  Brannan, 
Secretary  of  Agriculture.  Chairman. 

Charles  Sawyer, 

Secretary  of  Commerce. 

Peyton  Ford, 

Acting  Attorney  General. 

[P.  R.  Doc.  61-9748;  Filed.  Aug.  15,  1951; 

8:53  a.  m.] 
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[Hearing  Docket  CE-P  7] 

Part  150 — Orders  of  the  Commodity 
Exchange  Commission 

LIMITS  ON  POSITION  AND  DAILY  TRADING  IN 
SOYBEANS  FOR  FUTURE  DELIVERY 

Findings  of  fact.  Pursuant  to  the 
provisions  of  section  4a  of  the  Commod¬ 
ity  Exchange  Act  (7  U.  S.  C.  6a),  the 
Commodity  Exchange  Commission,  after 
investigation  and  full  consideration  of 
the  record  made  at  public  hearing  held 
in  Washington,  D.  C.  on  February  5  and  6 
and  April  2,  1951,  of  which  due  public 
notice  had  been  given  and  at  which  all 
persons  were  given  opportunity  to  hear, 
present,  refute,  and  comment  on  evi¬ 
dence  in  the  premises,  does  hereby  find : 

(a)  Trading  in  soybeans  for  future 
delivery  on  or  subject  to  the  rules  of  a 
contract  market  by  a  person  who  holds 
or  controls  a  speculative  net  position  of 
more  than  1,000,000  bushels,  long  or 
short,  in  any  one  future  or  in  all  futures 
combined  in  soybeans,  on  or  subject  to 
the  rules  of  such  contract  market,  tends 
to  cause  sudden  or  unreasonable  fluc¬ 
tuations  or  changes  in  the  price  of  soy¬ 
beans  not  warranted  by  changes  in  the 
conditions  of  supply  or  demand. 

(b)  Speculative  buying  or  selling  by  a 
person  during  one  business  day  of  more 
than  1,000,000  bushels  in  any  one  future 
or  in  all  futures  combined  in  soybeans, 
on  or  subject  to  the  rules  of  a  contract 
market,  tends  to  cause  sudden  or  unrea¬ 
sonable  fluctuations  or  changes  in  the 
price  of  soybeans  not  warranted  by 
changes  in  the  conditions  of  supply  or 
demand. 

Conclusions.  Upon  the  foregoing 
facts,  it  is  concluded  that  in  order  to 
prevent  excessive  speculation  in  soy¬ 
bean  futures  which  wall  cause  sudden, 
unreasonable,  or  unwarranted  fluctua¬ 
tions  or  changes  in  price  resulting  in 
an  undue  and  unnecessary  burden  on 
interstate  commerce  in  soybeans,  it  is 
necessary  to  establish  limits  on  the 
amount  of  speculative  trading  under 
contracts  of  sale  of  soybeans  for  future 
delivery  on  or  subject  to  the  rules  of 
contract  markets  which  may  be  done  by 
any  person;  that  1,000,000  bushels  is  a 
reasonable  limit  on  the  net  long  or  net 
short  speculative  position  which  any 
person  may  hold  or  control,  and  upon 
the  daily  speculative  purchases  or  sales 
which  any  person  may  make,  in  any  one 
future  or  in  all  futures  combined  in  soy¬ 
beans  on  or  subject  to  the  rules  of  any 
contract  market. 

§  150.4  Limits  on  position  and  daily 
trading  in  soybeans  for  future  delivery. 
The  following  limits  on  the  amount  of 
trading  under  contracts  of  sale  of  soy¬ 
beans  for  future  delivery  on  or  subject 
to  the  rules  of  any  contract  market, 
which  may  be  done  by  any  person,  are 
hereby  proclaimed  and  fixed,  to  be  in 
full  force  and  effect  on  and  after  Oc¬ 
tober  1,  1951. 

(a)  Position  limit.  The  limit  on  the 
maximum  net  long  or  net  short  position 
which  any  person  may  hold  or  control 
in  soybeans  on  or  subject  to  the  rules  of 
any  one  contract  market  is  1,000,000 
bushels  in  any  one  future  or  in  all  fu¬ 
tures  combined. 


(b)  Daily  trading  limit.  The  limit  on 
the  maximum  amount  of  soybeans  which 
any  person  may  buy,  and  on  the  maxi¬ 
mum  amount  which  any  person  may  sell, 
on  or  subject  to  the  rules  of  any  one 
contract  market  during  any  one  busi¬ 
ness  day  is  1,000,000  bushels  in  any  one 
future  or  in  all  futures  combined. 

(c)  Bona  fide  hedging.  The  foregoing 
limits  upon  position  and  upon  daily 
trading  shall  not  be  construed  to  apply 
to  bona  fide  hedging  transactions,  as  de¬ 
fined  in  section  4a  (3)  of  the  Commodity 
Exchange  Act  (7  U.  S.  C.  6a  (3) ) . 

(d)  Manipulation;  corners;  responsi¬ 
bility  of  contract  market.  Nothing  con¬ 
tained  in  this  section  shall  be  construed 
to  affect  any  provisions  of  the  Com¬ 
modity  Exchange  Act  relating  to  manip¬ 
ulation  or  corners,  nor  to  relieve  any 
contract  market  or  its  governing  board 
from  responsibility  under  section  5  (d) 
of  the  Commodity  Exchange  Act  (7 
U.  S.  C.  7  (d) )  to  prevent  manipulation 
and  corners. 

(e)  Definition.  As  used  in  this  sec¬ 
tion,  the  word  “person”  includes  indi¬ 
viduals,  associations,  partnerships,  cor¬ 
porations,  and  trusts. 

(Sec.  4a,  49  Stat.  1492;  7  U.  S.  C.  6a) 

Issued  this  13th  day  of  August  1951. 

Commodity  Exchange 
Commission, 

[seal]  Charles  F.  Brannan, 

Secretary  of  Agriculture,  Chairman. 

Charles  Sawyer, 
Secretary  of  Commerce. 

Peyton  Ford, 

Acting  Attorney  General. 

[F.  R.  Doc.  61-9747;  Piled,  Aug.  15,  1951; 

8:53  a.  m.] 


TITLE  31— MONEY  AND 
FINANCE:  TREASURY 

Chapter  V — Foreign  Assets  Control, 
Department  of  the  Treasury 

Part  500 — Foreign  Assets  Control 
Regulations 

customs  procedures:  merchandise  of 

CHINESE  OR  KOREAN  ORIGIN 

August  13,  1951. 

31  CFR  500.808, 16  F.  R.  2179,  is  hereby 
amended  by  the  amendment  of  para¬ 
graph  (a)  and  by  the  addition  of  para¬ 
graphs  (g)  and  (h)  and  as  so  amended 
shall  read  as  follows: 

§  500.808  Customs  procedures:  Mer¬ 
chandise  of  Chinese  or  Korean  origin. 

(a)  Collectors  of  customs  after  March  7, 
1951,  shall  not  accept  or  allow  any; 

(1)  Entry  for  consumption  (includ¬ 
ing  any  appraisement  entry  or  entry  of 
goods  imported  in  the  mails,  regardless 
of  value,  but  excluding  other  informal 
entries) ; 

"(2)  Entry  for  immediate  exportation; 

(3)  Entry  for  transportation  and  ex¬ 
portation  ; 

(4)  Withdrawal  from  warehouse ; 

(5)  Transfer  or  withdrawal  from  a 
foreign-trade  zone,  or 

(6)  Manipulation  or  manufacture  in 
a  warehouse  or  in  a  foreign-trade  zone 
with  respect  to  merchandise  arriving  in 
the  United  States  from  any  country 


after  that  date  if  the  country  of  origin 
of  such  merchandise  is  China  (except 
Formosa)  or  North  Korea  until 

(1)  A  specific  license  pursuant  to  this 
chapter  is  presented,  or 

(ii)  The  provisions  of  paragraph  (e) 
of  this  section  shall  have  been  complied 
with,  or 

(iii)  Instructions  from  the  Foreign 
Assets  Control  either  directly  or  through 
the  Federal  Reserve  Bank  of  New  York 
authorizing  the  transaction  are  received. 

(b)  Whenever  a  specific  license  is 
presented  to  a  collector  of  customs  in  ac¬ 
cordance  with  this  section,  two  addi¬ 
tional  legible  copies  of  the  entry,  with¬ 
drawal  or  other  appropriate  document 
with  respect  to  the  merchandise  involved 
shall  be  filed  with  the  collector  of  cus¬ 
toms  at  the  port  where  the  transaction  is 
to  take  place.  Each  copy  of  any  such 
entry,  withdrawal  or  other  appropriate 
document  including  the  two  additional 
copies  shall  bear  plainly  on  its  face  the 
number  of  the  license  pursuant  to  which 
it  is  filed.  The  original  copy  of  the 
specific  license  shall  be  presented  to  the 
collector  in  respect  of  each  such  trans¬ 
action  and  shall  bear  a  notation  in  ink 
by  the  licensee  or  person  presenting  the 
license  showing  the  description,  quan¬ 
tity,  and  value  of  the  merchandise  to  be 
entered,  withdrawn  or  otherwise  dealt 
with.  This  notation  should  be  so  placed 
and’ so  written  that  there  will  exist  no 
possibility  of  confusing  it  with  anything 
placed  on  the  license  at  the  time  of  its 
issuance.  If  the  license  in  fact  au¬ 
thorizes  the  entry,  withdrawal  or  other 
transaction  with  regard  to  the  merchan¬ 
dise  the  collector,  or  other  authorized 
customs  employee,  shall  verify  the  nota¬ 
tion  by  signing  or  initialing  it  after  first 
assuring  himself  that  it  accurately  de¬ 
scribes  the  merchandise  it  purports  to 
represent.  The  license  shall  thereafter 
be  returned  to  the  person  presenting  it 
and  the  two  additional  copies  of  the 
entry,  withdrawal  or  other  appropriate 
document  shall  be  forwarded  by  the  col¬ 
lector  to  the  Federal  Reserve  Bank  of 
New  York. 

(c)  (1)  The  collector  of  customs  at 
any  port  at  which  merchandise  is  to  be 
entered  or  withdrawn  pursuant  to  the 
terms* of  a  specific  license  may  waive  the 
requirement  of  presentation  of  the  origi¬ 
nal  copy  of  such  license:  Provided, 
That; 

(i)  The  person  presenting  the  entry  or 
withdrawal  presents  to  the  collector  an 
afladavit  stating: 

(a)  Facts  indicating  that  it  would  be 
a  hardship  for  him  to  present  the  orig¬ 
inal  copy  of  the  license,  and 

(b)  That  the  entry  or  withdrawal  is 
one  of  a  large  number  which  are  to  be 
made  pursuant  to  the  same  license,  and 

(c)  That  all  the  entries  or  with¬ 
drawals  are  to  be  made  at  the  same  port; 
and 

(ii)  The  collector  receiving  such  an 
affidavit  is  satisfied  that  the  circum¬ 
stances  in  fact  warrant  the  waiver;  and 

(iii)  There  is  presented  to  the  collec¬ 
tor  either  a  photostatic  copy  of  the 
original  license  or  a  copy  of  the  license 
signed  by  the  officer  who  issued  and 
signed  the  original. 
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(2)  If  such  waiver  is  granted,  the  col¬ 
lector  shall  retain  the  copy  of  the  license 
presented  to  him  and  shall  note  on  it, 
or  cause  to  be  noted  on  it,  the  descrip¬ 
tion,  quantity,  and  value  of  all  merchan¬ 
dise  entered  or  withdrawn  from  time  to 
time  pursuant  to  the  authority  therein 
contained. 

(3)  When  such  waiver  is  granted  and 
all  the  merchandise  authorized  to  be 
entered  or  withdrawn  under  a  specific 
license  has  been  entered  or  withdrawn, 
the  copy  of  the  license  on  file  with  the 
collector  shall  be  endorsed  to  indicate 
this  fact  and  shall  be  forwarded  to  the 
Federal  Reserve  Bank  of  New  York. 
When  a  license  expires,  unless  it  is  re¬ 
newed  and  the  collector  is  advised  of  its 
renewal,  any  copy  thereof  w'hich  is  on 
file  with  the  collector  shall  be  endorsed 
to  show  the  expiration  and  shall  be  for¬ 
warded  to  the  Federal  Reserve  Bank  of 
New  York. 

(d)  The  requirement  that  two  addi¬ 
tional  copies  of  each  entry  or  with¬ 
drawal  be  filed  in  connection  with  every 
transaction  under  a  specific  license  shall 
remain  in  effect  notwithstanding  any 
W’aiver  of  the  requirement  of  presenting 
the  original  copy  of  the  license. 

(e)  Whenever  a  person  shall  present 
an  entry,  withdrawal  or  other  appro¬ 
priate  document  and  shall  assert  that 
the  entry,  withdrawal  or  other  transac¬ 
tion  with  respect  to  the  merchandise 
affected  by  this  section  is  authorized 
pursuant  to  §  500.534  he  shall  be  re¬ 
quired  to  file  two  additional  legible  copies 
of  the  entry,  withdrawal  or  other  ap¬ 
propriate  document  upon  the  face  of 
each  of  which  shall  appear  the  state¬ 
ment,  “Effected  pursuant  to  §  500.534  of 
the  Foreign  Assets  Control  Regulations”. 
He  shall  also  attach  to  each  of  the  two 
additional  copies  a  signed  additional 
statement  setting  forth  full  details  re¬ 
garding  all  payments  made  or  to  be 
made  with  respect  to  the  merchandise  or 
Its  importation,  including  the  names  of 
all  persons  who  have  been  or  will  be  paid 
in  connection  therewith  and  the  man¬ 
ner  of  such  payment.  This  statement 
shall  include  a  declaration  with  respect 
to  the  name  of  the  domestic  bank  or 
banks  in  which  payments  have  been  or 
will  be  made  and  the  names  of  blocked 
account  or  accounts  in  such  banks  which 
have  been  or  will  be  credited  and  shall 
specify  the  amount  or  amounts  so  cred¬ 
ited  or  to  be  credited.  The  two  addi¬ 
tional  copies  of  the  entry,  withdrawal 
or  other  appropriate  document  together 
with  the  attached  copies  of  the  addi¬ 
tional  statement,  shall  be  forwarded  by 
the  collector  of  customs  to  the  Federal 
Reserve  Bank  of  New  York. 

(f)  Whenever  a  person  shall  present 
an  entry,  withdrawal  or  other  appro¬ 
priate  document  affected  by  this  section 
and  shall  assert  that  no  Foreign  Assets 
Control  license  is  required  in  connection 
therewith,  the  collector  of  customs  shall 
withhold  action  thereon  and  shall  advise 
such  person  to  communicate  directly 
with  the  Federal  Reserve  Bank  of  New 
York  to  request  that  instructions  be  is¬ 
sued  to  the  collector  to  authorize  him 
to  take  action  with  regard  thereto. 

(g)  Articles  which  are  the  grow'th, 
produce,  or  manufacture  of  China  (ex¬ 
cept  Formosa)  or  North  Korea  shall  be 


deemed  for  the  purposes  of  this  chapter 
to  be  merchandise  whose  country  of  ori¬ 
gin  is  China  (except  Formosa)  or  North 
Korea  notwithstanding  that  they  may 
have  been  subjected  to  one  or  any  com¬ 
bination  of  the  following  in  another 
country: 

1,  Grading;  2.  testing;  3,  checking;  4, 
shredding;  5,  slicing;  6,  peeling  or  splitting; 
7,  scraping;  8,  cleaning;  9,  washing;  10,  soak¬ 
ing;  11,  drying;  12,  cooling,  chilling,  or  re¬ 
frigerating;  13,  roasting;  14,  steaming;  15, 
cooking;  16,  curing;  17,  combining  of  fur 
skins  into  plates;  18,  blending;  19,  flavoring; 
20,  preserving;  21,  pickling;  22,  smoking;  23, 
dressing;  24,  salting;  25,  dyeing;  26,  bleach¬ 
ing;  27,  tanning;  28,  packing;  29,  canning; 
30,  labeling;  31,  any  process  similar  to  any  of 
the  foregoing. 

(h)  Any  article  wheresoever  manu¬ 
factured  shall  be  deemed  for  the  pur¬ 
poses  of  this  chapter  to  be  merchandise 
whose  country  of  origin  is  China  (except 
Formosa)  or  North  Korea,  if  there  shall 
have  been  added  to  such  article  any  em¬ 
broidery,  needle  point,  petit  point,  lace 
or  any  other  article  of  adornment  w'hich 
is  the  product  of  China  (except  For¬ 
mosa)  or  North  Korea  notwithstanding 
that  such  addition  to  the  merchandise 
may  have  occurred  in  a  country  other 
than  China  (except  Formosa)  or  North 
Korea. 

(Sec.  5,  40  Stat.  415,  as  amended;  50  D.  S.  C. 
App.  5;  E.  O.  9193,  July  6,  1942,  7  P.  R.  5205, 
3  CFR  1943  Cum.  Supp.,  E.  O.  9989,  Aug.  20, 
1948,  13  F.  R.  4891;  3  CFR  1948  Supp.) 

[seal]  John  W.  Snyder, 

Secretary  of  the  Treasury. 

[P.  R.  Doc.  51—9737;  Piled,  Aug.  15,  1951; 

12:00  p.  m.J 


TITLE  32A--NATIONAL  DEFENSE, 
APPENDIX 

Chapter  III — Office  of  Price  Stabiliza¬ 
tion,  Economic  Stabilization  Agency 

[Ceiling  Price  Regulation  16,  Arndt.  5] 

CPR  16 — Ceiling  Prices  of  Certain 
Foods  Sold  at  Retail  in  Group  1  and 
Group  2  Stores 

adjustment  for  certain  retailers  who 
ALSO  operate  as  WHOLESALERS 

Pursuant  to  the  Defense  Production 
Act  of  1950  (Pub.  Law  774,  81st  Cong.), 
as  amended,  Executive  Order  10161  (15 
F.  R.  6105),  and  Economic  Stabilization 
Agency  General  Order  No.  2  (16  F.  R. 
738),  this  Amendment  5  to  Ceiling  Price 
Regulation  16  is  hereby  issued. 

STATEMENT  OF  CONSIDERATIONS 

This  amendment  permits  certain  re¬ 
tail  stores  pricing  under  CPR  16,  which 
also  operate  as  wholesalers  under  CPR 
14,  to  compute  ceiling  prices  for  sales 
at  retail  of  items  which  they  also  ex¬ 
clusively  distribute  at  wholesale  by  ap¬ 
plying  the  appropriate  markup  in  Table 
A  of  CPR  16  to  a  "net  cost”  established 
by  using  their  wholesale  “net  cost”  plus 
the  appropriate  markup  in  Table  A  of 
CPR  14. 

A  small  number  of  grocery  operations 
exist  today  which  sell  a  private  label 
merchandise  at  retail  in  their  own  stores, 
as  well  as  at  wholesale  to  retail  stores 


directly  fn  competition  with  themselves. 
In  these  instances  the  operators  which 
originally  sold  their  own  private  label 
goods  only  at  retail  built  up  such  a  con¬ 
sumer  acceptance  for  their  goods  that 
competitive  retailers  purchased  the  goods 
for  distribution  at  retail.  Contrary  to 
general  experience  in  the  food  distribu¬ 
tion  business  these  operations  flourished 
and  proved  to  be  successful.  The  con¬ 
tinued  success  of  such  an  operation  was 
primarily  due  to  the  fact  that  the  same 
prices  for  such  items  were  maintained  in 
their  own  and  other  retail  stores.  The 
provisions  of  CPR’s  14  and  16  have  made 
it  impossible  for  such  an  operation  to 
continue  this  historic  practice  without 
substantial  loss  because  under  section 
22  of  CPR  16,  prior  to  this  amendment, 
such  stores  could  only  use  as  a  basis  for 
their  “jet  costs”  as  a  retailer  their  whole¬ 
sale  “net  cost”  plus  the  appropriate 
markup  in  Table  A  of  CPR  14  allowed  for 
a  class  1  (retailer-owned  cooperative) 
wholesaler.  Consequently,  the  distribu¬ 
tor  must  sell  his  merchandise  at  retail 
at  a  price  lower  than  his  retail  customers 
must  sell  the  same  merchandise. 

Ordinarily,  the  provisions  of  section  22 
of  CPR  16  are  fair  and  equitable  in  pric¬ 
ing  most  food  items  but  result  in  a  hard¬ 
ship  when  applied  to  private  label  items 
sold  at  wholesale  by  such  a  retailer- 
wholesaler.  The  reason  for  this  is  that 
this  type  of  operator  assumes  full  re¬ 
sponsibility  for  his  private  label  and  for 
the  cost  of  product  promotion  which  is 
normally  the  function  of  the  food  manu¬ 
facturer  or  processor.  Therefore,  this 
operator  purchases  his  private  label 
merchandise  from  a  manufacturer  or  a 
processor  at  a  lower  price  than  he  pur¬ 
chases  other  comparable  items.  Avail¬ 
able  data  indicates  that  in  these  cases  an 
adjustment  is  necessary  to  permit  such 
operators  to  recapture  their  cost  of  prod¬ 
uct  promotion  as  well  as  to  permit  them 
to  continue  to  maintain  the  historic  price 
structure  for  the  sale  of  their  private 
label  goods  in  their  own  retail  stores  as 
well  as  in  the  stores  of  their  retail  cus¬ 
tomers. 

Prior  to  the  issuance  of  this  amend¬ 
ment,  the  Director  consulted  with  in¬ 
dustry  representatives  and  has  given 
consideration  to  their  recommendations. 

AMENDATORY  PROVISIONS 

1.  Section  22  is  amended  by  adding 
paragraph  (c)  to  read  as  follows: 

(c)  If  you  qualify  under  paragraph 
(a)  of  this  section,  and  (1)  your  sales  of 
food  to  independent  retail  stores  not 
owned  or  controlled  by  you  were  equal 
to  at  least  25  percent  of  the  total  sales 
of  food  made  by  you  at  retail;  and  (2) 
at  least  80  percent  of  such  wholesale 
food  sales  were  of  items  sold  at  whole¬ 
sale  by  you  only;  and  (3)  during  your 
fiscal  year  1950  the  average  wholesale 
markup  on  all  food  items  sold  at  whole¬ 
sale  by  you  only  was  at  least  18  percent 
on  cost; 

you  may  file  an  application  for  permis¬ 
sion  to  use  as  the  basis  of  your  “net 
cost”,  in  figuring  your  retail  ceiling 
prices  on  items  sold  at  wholesale  by  you 
only,  your  wholesale  ceiling  prices  of 
such  items  figured  under  Ceiling  Price 
Regulation  No.  14.  Such  application 
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must  be  filed  In  duplicate  with  the  Dis¬ 
tribution  Branch,  Food  &  Restaurant 
Division,  OPS,  Washington,  D.  C.,  and 
shall  contain  the  following  information: 

(1)  That  you  have  previously  qualified 
under  section  22,  CPR  16  by  submitting  a 
certified  copy  of  the  letter  submitted  to 
your  local  OPS  office  in  compliance  with 
paragraph  (b)  of  that  section, 

(2)  A  breakdown  of  total  sales,  for 
the  fiscal  year  1950,  showing  that  your 
sales  to  independent  retail  stores  were 
equal  to  at  least  25  percent  of  total  sales 
at  retail. 

(3)  A  breakdown  of  the  above  sales 
at  wholesale  to  show  that  at  least  80 
percent  of  the  items  were  sold  by  you 
only. 

(4)  A  statement  that  during  the  fiscal 
year  1950  the  average  wholesale  markup 
on  all  food  items  sold  at  wholesale  only 
by  you  was  at  least  18  percent  on  cost. 

(Sec.  704,  64  Stat.  816,  as  amended;  50  U.  S.  C. 
App.  Sup.  2154) 

Effective  date:  This  amendment  shall 
become  effective  on  the  17th  day  of 
August  1951. 

Note:  The  record-keeping  and  reporting 
requirements  of  this  amendment  have  been 
approved  by  the  Bureau  of  the  Budget  In 
accordance  with  the  Federal  Reports  Act  of 
1942. 

Michael  V.  DiSalle, 
Director  of  Price  Stabilization. 

August  14,  1951. 

[F.  R.  Doc.  51-9776;  Filed.  Aug.  14,  1951; 

3:47  p.  m.J 


[Ceiling  Price  Regulation  22,  Arndt,  22] 

CPR  22 — Manufacturers’  General 
Ceiling  Price  Regulation 

CUT-OFF  DATE  FOR  CHOCOLATE  LIQUOR 

Pursuant  to  the  Defense  Production 
Act  of  1950  as  amended  by  Defense  Pro¬ 
duction  Act  Amendments  of  1951  (Pub. 
Law  774,  81st  Cong.;  Pub.  Law  96,  82nd 
Cong,),  Executive  Order  10161  (15  F.  R. 
6105),  and  Economic  Stabilization 
Agency  General  Order  No.  2  (16  F.  R. 
738) ,  this  Amendment  22  to  Ceiling  Price 
Regulation  22  is  hereby  issued. 

ST.ATEMENT  OF  CONSIDERATIONS 

Under  the  present  provisions  of  Ceil¬ 
ing  Price  Regulation  (CPR)  22  candy 
manufacturers  who  manufacture  their 
own  chocolate  coatings  from  imported 
cocoa  beans  are  permitted,  by  Appendix 
B,  to  figure  the  cost  increases  of  those 
beans  to  them  up  to  March  15,  1951. 
Candy  manufacturers  who  buy  choco¬ 
late  coating  containing  any  of  the  prod¬ 
ucts  listed  in  Appendix  C,  such  as  sugar 
or  milk  solids,  may,  under  the  provisions 
of  section  21,  figure  the  increased  cost 
to  them  of  that  coating  up  to  a  current 
date. 

However,  those  manufacturers  who 
purchase  what  is  known  as  chocolate 
liquor,  a  product  made  by  pulverization 
of  the  cocoa  bean  and  one  which  con¬ 
tains  none  of  the  products  listed  in  Ap¬ 
pendix  C,  are  limited  to  figuring  the 
cost  increases  of  that  product  up  to  De¬ 
cember  31,  1950.  In  view  of  the  fact 
that  the  price  of  chocolate  liquor  has 


Increased  since  December  31,  1950,  the 
present  provisions  of  CPR  22  have  re¬ 
sulted  in  confusion  in  the  industry  and 
have,  in  particular,  caused  some  manu¬ 
facturers  who  purchase  that  product  to 
be  placed  in  a  disadvantageous  position. 

Since  chocolate  liquor  is  used  to  make 
chocolate  coating  and  since  only  about 
6  per<?bnt  of  the  chocolate  coating  used 
by  candy  manufacturers  is  purchased 
by  them  in  the  form  of  chocolate  liquor, 
there  is  no  reason  to  maintain  these 
widely  divergent  cut-off  dates  for  use 
In  figuring  the  costs  of  those  commod¬ 
ities.  This  amendment,  therefore,  by 
placing  chocolate  liquor  in  Appendix  B, 
permits  increases  in  the  price  of  choc¬ 
olate  liquor  (as  well  as  in  the  price  of 
the  imported  cocoa  bean  itself)  to  be 
computed  up  to  March  15,  1951.  Of 
course,  the  cost  of  chocolate  coating 
containing  any  Appendix  C  commodity 
may  still  be  calculated  up  to  a  current 
date. 

AMENDATORY  PROVISIONS 

Appendix  B  of  CeiUng  Price  Regula¬ 
tion  22  is  amended  by  the  addition  of 
the  following: 

9.  Chocolate  liquor. 

(Sec,  704,  64  Stat.  816,  as  amended;  50 
U.  S.  C.  App.  Sup.  2154) 

Effective  date.  This  amendment  shall 
become  effective  August  15,  1951. 

Michael  V.  DiSalle, 
Director  of  Price  Stabilization. 

August  15,  1951. 

[F.  R.  Doc.  51-9853;  Filed,  Aug.  15,  1951; 

12:12  p.  m.] 


Chapter  VI — National  Production  Au¬ 
thority,  Department  of  Commerce 

[CMP  Regulation  No.  1,  Direction  8  M 
Amended  Aug.  14,  1951 J 

CMP  Reg.  1 — Basic  Rules  of  the 
Controlled  Materials  Plan 

DIR.  3 — restrictions  ON  PLACING  AUTHOR¬ 
IZED  CONTROLLED  MATERIAL  ORDERS 

This  direction  as  amended  under  CMP 
Regulation  No.  1  is  found  necessary 
and  appropriate  to  promote  the  national 
defense  and  is  issued  pursuant  to  the 
Defense  Production  Act  of  1950,  as 
amended.  In  the  formulation  of  this 
direction,  consultation  with  industry 
representatives  has  been  rendered  im¬ 
practicable  due  to  the  need  for  immedi¬ 
ate  action  and  because  the  direction 
affects  many  different  industries. 

This  amendment  affects  Dir.  3  to  CMP 
Regulation  No.  1  by  substituting  a  new 
section  1.  As  so  amended.  Dir.  3  to  CMP 
Regulation  No.  1  reads  as  follows: 

Section  1.  (a)  Subject  to  the  limita¬ 
tions  of  section  17  (a)  of  CMP  Regula¬ 
tion  No.  1  and  unless  previously  author¬ 
ized  in  writing  by  NPA,  no  prime  con¬ 
sumer  who  has  received  an  allotment 
of  controlled  materials  shall  place  orders 
calling  for  delivery  of  more  than  35  per¬ 
cent  of  the  quantity  of  controlled  mate¬ 
rials  stated  in  such  allotment  during  any 
one  month  of  the  quarter  for  which  the 
said  allotment  is  valid:  Provided,  how¬ 
ever,  That  any  prime  consumer  who  has 


received  an  advance  allotment  of  con¬ 
trolled  materials,  as  provided  in  section 
10  of  CMP  Regulation  No.  1,  may  place 
orders  calling  for  delivery  of  not  in  ex¬ 
cess  of  50  percent  of  the  quantity  of 
controlled  materials  stated  in  such  ad¬ 
vance  allotment  during  any  one  month 
of  the  quarter  for  which  the  said  ad¬ 
vance  allotment  is  valid. 

(b)  Notwithstanding  the  provisions  of 
this  direction,  no  person  shall  be  re¬ 
quired  to  reduce  any  delivery  order  be¬ 
low  the  minimum  mill  quantity  specified 
in  Schedule  IV  of  CMP  Regulation  No.  1. 
Notwithstanding  the  provisions  of  this 
direction  and  of  CMP  Regulation  No.  2, 
no  person  whose  quarterly  allotment  or 
advance  allotment  of  carbon  steel  is 
equal  to  or  more  than  a  carload  lot 
shall  be  required  to  reduce  his  delivery 
order  for  such  material  below  a  carload 
lot. 

(Sec.  704,  64  Stat.  816,  as  amended;  50 
U.  S.  C.  App.  Sup.  2154.  Interpret  or  apply 
sec.  101,  64  Stat.  799,  as  amended;  50  U.  S.  C. 
App.  Sup.  2071;  sec.  101,  E.  O.  10161,  Sept 
9.  1950,  15  F.  R.  6105.  3  CFR,  1950  Supp.; 
sec.  2,  E.  O.  10200,  Jan.  3,  1951,  16  F.  R.  61) 

This  direction  as  amended  shall  take 
effect  on  August  14,  1951. 

National  Production 
Authority, 

Manly  Fleischmann, 
Administrator. 

[F.  R.  Doc.  51-9803;  Filed,  Aug.  14,  1951; 

4:37  p.  m.J 


[NPA  Order  M-62  as  Amended  August  14, 
1951] 

M-62 — Horsehides,  Horsehide  Parts, 

Goatskins,  Cabrettas,  Sheepskins, 

Shearlings,  and  Kangaroo  Skins 

This  order  as  amended  is  found  neces¬ 
sary  and  appropriate  to  promote  the 
national  defense  and  is  issued  pursuant 
to  the  authority  of  section  101  of  the 
Defense  Production  Act  of  1950,  as 
amended.  In  the  formulation  of  this 
order  as  amended  consultation  with 
industry  representatives  has  been  ren¬ 
dered  impracticable  due  to  the  necessity 
for  immediate  action. 

This  order  as  now  amended  embodies 
the  amendments  contained  in  Amend¬ 
ment  No.  1  of  June  29, 1951,  and  Amend¬ 
ment  No.  2  of  August  1,  1951.  In  addi¬ 
tion,  the  following  new  changes  have 
been  made:  The  second  sentence  of  the 
opening  paragraph  has  been  deleted  and 
a  new  sentence  substituted  in  its  stead; 
certain  portions  of  section  1  have  been 
deleted:  portions  of  paragraphs  (b)  and 
(c)  of  section  2  have  been  deleted;  para¬ 
graph  (q)  of  section  2  has  been  deleted 
and  the  subsequent  paragraphs  in  that 
section  redesignated  accordingly;  sec¬ 
tions  3  and  4  have  been  deleted  and  the 
subsequent  sections  of  the  order  renum¬ 
bered  accordingly:  and  certain  changes 
have  been  made  in  section  4  (as  renum¬ 
bered).  As  so  amended,  NPA  order 
M-62  reads  as  follows: 

Sec. 

1.  What  this  order  does. 

2.  Definitions. 

3.  Limitations  on  processing  of  hides  and 

skins. 
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Sec. 

4.  Exemption. 

6.  Reports. 

6.  Records. 

7.  Audit  and  Inspection. 

8.  Applications  for  adjustment  or  exception. 

9.  Communications. 

10.  Violations. 

Authoritt:  Sections  1  to  10  issued  under 
sec.  704,  64  Stat.  816,  as  amended;  50  U.  S.  O. 
App.  Sup.  2154.  Interpret  or  apply  sec.  101, 
64  Stat.  779,  as  amended;  60  U.  S.  C.  App. 
Sup.  2071;  sec.  101,  E.  O,  10161,  Sept.  9, 

1950,  15  F.  R.  6105,  3  CPR,  1950  Supp.;  sec.  2, 
E.  O.  10200,  Jan.  3,  1951,  16  P.  R.  61. 

Section  1.  What  this  order  does.  The 
purpose  of  this  order  is  to  conserve  and 
to  provide  for  an  equitable  distribution, 
through  the  normal  channels  of  distribu¬ 
tion.  of  the  hides  and  skins  affected  here¬ 
by  so  as  best  to  serve  the  interests  of 
national  defense.  This  order  limits  the 
number  of  horsehides,  horsehide  parts, 
goatskins  (including  kidskins) ,  cabrettas, 
sheepskins  (including  lambskins) ,  shear¬ 
lings,  and  kangaroo  skins  which  a  tanner 
may  put  into  process  or  a  contractor  may 
cause  to  be  put  into  process.  While  per¬ 
centage  limitations  are  established  for 
the  period  from  May  1,  1951,  to  July  31, 

1951,  only,  it  is  the  present  intention  of 
NPA  to  establish  percentage  limitations 
for  subsequent  periods.  This  order  also 
calls  for  reports  on  the  number  of  hides 
and  skins  subject  to  such  percentage 
limitations,  which  were  put  into  the  tan¬ 
ning  process  during  the  calendar  year 
1950 

Sec.  2.  Definitions.  As  used  in  this 
order; 

(a)  “Person”  means  any  individual, 
corporation,  partnership,  association,  or 
any  other  organized  group  of  persons, 
and  includes  agencies  of  the  United 
States  or  any  other  government. 

(b)  “Tanner”  means  a  person  engaged 
In  the  business  cf  tanning,  dressing,  or 
similarly  processing  hides  or  skins  who, 
during  the  12-month  period  commencing 
January  1,  1950,  put  into  process  12,000 
or  more  goatskins  or  sheepskins,  or  1,200 
or  more  horsehides,  horsehide  fronts, 
horsehide  butts,  horsehide  shanks,  ca¬ 
brettas,  shearlings,  or  kangaroo  skins,  or 
who,  in  any  calendar  month  after  the 
effective  date  of  this  order,  puts  into 
process  any  such  hides  or  skins  in  quan¬ 
tities  equal  to  one-twelfth  or  more  of  the 
amounts  specified  in  this  paragraph  with 
respect  to  each  type  of  hide  or  skin. 

(c)  “Contractor”  means  a  person  en¬ 
gaged  in  the  business  of  causing  hides 
and  skins  to  be  tanned,  dressed,  or  simi¬ 
larly  processed,  for  his  account  in  any 
tannery  not  owned  or  controlled  by  him, 
who,  during  the  12 -month  period  com¬ 
mencing  January  1,  1950,  caused  to  be 
put  into  process  for  his  account  12,000 
or  more  goatskins  or  sheepskins,  or  1,200 
or  more  horsehides,  horsehide  fronts, 
horsehide  butts,  horsehide  shanks,  cab¬ 
rettas,  shearlings,  or  kangaroo  skins,  or 
who,  in  any  calendar  month  after  the 
effective  date  of  this  order,  causes  to  be 
put  into  process  for  his  account  any  such 
hides  or  skins  in  quantities  equal  to  one- 
twelfth  or  more  of  the  amounts  specified 
In  this  paragraph  with  respect  to  each 
type  of  hide  or  skin. 


(d)  “Horsehide”  means  the  hide  or 
skin  of  a  horse,  colt,  mule,  ass,  donkey, 
or  pony,  except  dry  pony  hides  to  be 
processed  for  furs. 

(e)  “Horsehide  front”  means  the  fore¬ 
part  of  the  hide  or  skin  of  a  horse,  colt, 
mule,  ass,  donkey,  or  pony  commercially 
known  in  the  trade  as  a  “front,”  whether 
or  not  still  attached  to  other  parts  of  the 
hide  or  skin. 

(f)  “Horsehide  butts”  and  “horsehide 
shanks”  mean  those  parts  of  a  horse 
commercially  so  known,  whether  or  not 
still  attached  to  other  parts  of  the  horse¬ 
hide. 

(g)  “Goatskin”  means  the  skin  of  a 
goat  or  kid  in  the  raw  or  in  the  pickle, 
except  when  processed  for  fur  purposes. 

(h)  “Cabretta”  means  the  skin  of  a 
hair  sheep  in  the  raw  or  in  the  pickle. 

(i)  “Sheepskin”  means  the  skin  of  a 
wool  sheep  or  wool  lamb,  in  the  raw  or 
in  the  pickle,  and  includes  slats. 

(j)  “Slat”  means  a  sheepskin  im¬ 
ported  into  the  continental  United  States 
in  the  dried,  untanned  condition,  which 
has  no  wool  or  hair,  or  which  has  wool  or 
hair  less  than  one-fourth  of  an  inch  in 
length,  such  wool  or  hair  lacking  any 
commercial  value. 

(k)  “Shearling”  means  any  sheepskin 
which  has  been  sheared  shortly  before 
slaughter,  on  which  the  wool  remains, 
and  which  is  to  be  used  for  leather  or  for 
fur  purposes  (including  mouton) . 

(l)  “Kangaroo  skin”  means  the  skin 
of  an  Australian  or  Tasmanian  kangaroo 
or  wallaby  in  the  hair  or  in  the  pickle, 
except  when  processed  for  fur  purposes. 

(m)  “Put  into  process”  means;  (1) 
In  the  case  of  raw  skins  or  hides,  the  first 
step  in  the  conversion  of  such  skins  or 
hides  into  leather  at  a  tannery  or  in  the 
conversion  of  mouton,  into  fur.  (2)  In 
the  case  of  semitanned  skins,  the  first 
step  in  the  conversion  of  such  skins  into 
leather.  (3)  In  the  case  of  pickled  skins, 
the  first  step  beyond  the  pickle  in  the 
conversion  of  such  skins  into  leather. 

(n)  “Raw  skins  or  hides”  means  skins 
or  hides  from  which  the  hair  or  wool  has 
not  been  removed. 

(0)  “Semitanned  skins”  means  skins 
that  have  been  imported  in  a  tanned  but 
not  a  finished  condition,  including  skins 
imported  “in  the  rough,”  in  the  crust,” 
“in  the  white,”  “in  the  blue,”  or  “in  the 
pearl.” 

(p)  “Pickled  skins”  means  skins  from 
which  the  hair  or  wool  has  been  removed 
and  which  have  been  pickled  in  a  salt  or 
other  solution  for  preservation  prior  to 
tanning. 

(q)  “Base  period”  means  the  12- 
month  period  ending  December  31.  1950. 

(r)  “NPA”  means  National  Production 
Authority. 

Sec.  3.  Limitations  on  processing  of 
hides  and  skins,  (a)  Unless  specifically 
directed  by  NPA  no  tanner  shall  put  into 
process  and  no  contractor  shall  cause 
to  be  put  into  process  during  the  period 
from  May  1,  1951,  to  September  30,  1951, 
a  total  number  of  any  of  the  following 
types  of  hides^,  parts,  or  skins  in  excess 
of  600  percent  of  the  monthly  average 
number  of  each  such  type  put  into 
process  by  him,  or  for  his  account,  dur¬ 
ing  the  base  period; 


Horsehides  Cabrettas 

Horsehide  fronts  Sheepskins 

Horsehide  butts  Shearlings 

Horsehide  shanks  Kangaroo  skins 

Goatskins 

In  the  case  of  each  type  of  skin  listed 
above,  the  ratio  of  raw,  semi-tanned,  and 
pickled  skins,  respectively,  to  the  total 
number  of  skins  of  such  type  so  put  into 
process,  shall  be  the  same  as  the  ratio  of 
raw,  semi-tanned,  and  pickled  skins,  re¬ 
spectively,  to  the  total  number  of  skins 
of  such  type  put  into  process  during  the 
base  period. 

(b)  Raw  skins  shall  not  be  processed 
beyond  the  pickle  stage,  whether  or  not 
they  are  actually  processed  through  the 
pickle  stage,  except  in  the  same  propor¬ 
tion  as  they  were  so  processed  during  the 
base  period. 

Sec.  4.  Exemption.  The  provisions  of 
paragraph  (a)  of  section  3  of  this  order 
shall  not  apply  to  the  operations  of  a 
wool  puller. 

Sec.  5.  Reports,  (a)  Every  tanner 
and  contractor  must  report  the  number 
of  goatskins,  horsehides,  horsehide 
fronts,  horsehide  butts,  horsehide 
shanks,  cabrettas,  sheepskins,  shearlings, 
or  kangaroo  skins,  put  into  process  by 
him  or  for  his  account,  as  the  case  may 
be,  during  the  calendar  year  1950,  by 
completing  and  filing  with  NPA  report 
Form  NPAF-73  on  or  before  June  10, 
1951. 

(b)  Every  contractor  shall  report  to 
NPA  each  month  on  Form  NPAP-72  his 
wettings  and  raw  stock,  and  every  tanner 
shall  report  to  NPA  each  month  on  such 
form,  his  wettings  and  raw  stock,  if  any, 
and  his  leather  production,  for  each  cal¬ 
endar  month  commencing  with  the 
month  of  May  1951,  as  well  as  such  other 
information  as  may  be  called  for  by  such 
form.  Such  form  shall  be  filed  with  NPA 
on  or  before  June  10,  1951,  and  on  or 
before  the  10th  day  of  each  month  there¬ 
after. 

(c)  Persons  subject  to  this  order  shall 
make  such  records  and  submit  such 
other  reports  to  NPA  as  it  shall  require, 
subject  to  the  terms  of  the  Federal  Re¬ 
ports  Act  of  1942  (5  U.  S.  C.  139-139F). 

Sec.  6.  Records.  Each  person  partici¬ 
pating  in  any  transaction  covered  by  this 
order  shall  retain  in  his  possession  for 
at  least  2  years  records  of  receipts,  de¬ 
liveries,  inventories,  and  use,  in  sufficient 
detail  to  permit  an  audit  that  determines 
for  each  transaction  that  the  provisions 
of  this  order  have  been  met.  This  does 
not  specify  any  particular  accounting 
method  and  does  not  require  alteration 
of  the  system  of  records  customarily 
maintained,  provided  such  records  supply 
an  adequate  basis  for  audit.  Records 
may  be  maintained  in  the  form  of  micro¬ 
film  or  other  photographic  copies  instead 
of  the  originals. 

Sec.  7.  Audit  and  inspection.  All  rec¬ 
ords  required  by  this  order  shall  be  made 
available  at  the  usual  place  of  business 
W'here  maintained  for  inspection  and 
audit  by  duly  authorized  representatives 
of  NPA. 

Sec.  8.  Applications  for  adjustment  or 
exception.  Any  person  affected  by  any 
provision  of  this  order  may  file  with  NPA 
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a  request  for  adjustment  or  exception 
upon  the  ground  that  his  business  opera¬ 
tion  was  commenced  during  the  base 
period  or  prior  to  the  effective  date  of 
this  order,  that  any  such  provision  works 
an  undue  or  exceptional  hardship  upon 
him  not  suffered  generally  by  others 
in  the  same  trade  or  industry,  or  that  its 
enforcement  against  him  would  not  be 
in  the  interest  of  national  defense  or  in 
the  public  interest.  In  examining  re¬ 
quests  for  adjustment  which  claim  that 
the  public  interest  is  prejudiced  by  the 
application  of  any  provision  of  this  order, 
consideration  will  be  given  to  the  require¬ 
ments  of  public  health  and  safety,  civil¬ 
ian  defense,  and  dislocation  of  labor  and 
resulting  unemployment  that  would  im¬ 
pair  the  defense  program.  Each  such 
request  shall  be  in  writing,  shall  set  forth 
all  pertinent  facts,  the  nature  of  the 
relief  sought,  and  the  justification  there¬ 
for. 

Sec.  9.  Communications.  All  com¬ 
munications  or  reports  concerning  this 
order  shall  be  addressed  to  the  National 
Production  Authority,  Washington  25, 
D.  C.  Ref:  M-62. 

Sec.  10.  Violations.  Any  person  who 
wilfully  violates  any  provision  of  this 
order  or  any  other  order  or  regulation 
of  the  NPA,  or  who  wilfully  conceals  a 
material  fact  or  furnishes  false  infor¬ 
mation  in  the  course  of  operation  under 
this  order,  is  guilty  of  a  crime  and,  upon 
conviction,  may  be  punished  by  fine  or 
imprisonment  or  both.  In  addition,  ad¬ 
ministrative  action  may  be  taken  against 
any  such  person  to  suspend  his  privilege 
of  making  or  receiving  further  deliveries 
of  materials  or  using  facilities  under 
priority  or  allocation  control  and  to  de¬ 
prive  him  of  further  priorities  assistance. 

Note:  All  reporting  -  and  record-keeping 
requirements  of  this  order  have  been  ap¬ 
proved  by  the  Bureau  of  the  Budget  In  ac¬ 
cordance  with  the  Federal  Reports  Act  of 
1942. 

This  order  shall  take  effect  on  August 
4,  1951. 

National  Production 
Authority, 

Manly  Fleischmann, 
Administrator. 

[F.  R.  Doc.  51-9804;  Filed,  Aug.  14,  1S51; 
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Chapter  IX — Petroleum  Administra¬ 
tion  for  Defense,  Department  of  the 
Interior 

[PAD  Order  No.  2] 

Limitation  on  the  Use  of  Natural  Gas 

This  order  is  found  necessary  and  ap¬ 
propriate  to  promote  the  national  de¬ 
fense  in  that  increased  gas  requirements 
for  national  defense  and  other  purposes 
and  scarcity  of  materials  for  the  con¬ 
struction  of  pipe  lines  and  other  gas 
facilities  have  impaired  and  threaten  to 
impair  the  adequacy  of  gas  deliveries  to 
defense  industries  and  for  essential  civil¬ 
ian  uses.  In  the  formulation  of  this 
order,  there  has  been  consultation  with 
industry  repi*esentatives,  including  trade 
association  representatives,  and  consid- 
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eration  has  been  given  to  their  recom¬ 
mendations. 

Sec. 

1.  What  this  order  does. 

2.  Definitions. 

3.  Limitations  on  deliveries  of  natural  gas. 

4.  Changes  In  areas  to  which  limitations  are 

applicable. 

5.  Applications.  • 

6.  Records  and  reports. 

7.  Communications. 

8.  Defense  against  claims  for  damages. 

9.  Violations. 

Authority;  Sections  1  to  9  issued  under 
sec.  704,  64  Stat.  816,  as  amended;  50  U.  S.  C. 
App.  Sup.  2154.  Interpret  or  apply  sec.  101, 
64  Stat.  799,  as  amended;  50  U.  S.  C.  App. 
Sup.  2071,  sec.  101,  E.  O.  1G161,  Sept.  9,  1950, 

15  P.  R.  6105,  sec.  2,  E.  O.  10200,  Jan.  3,  1951, 

16  F.  R.  61. 

Section  1.  What  this  order  does.  In 
order  to  prevent  shortages  of  gas  needed 
for  defense  production  and  essential 
civilian  uses,  this  order  restricts  expan¬ 
sion  of  natural  gas  markets  by  imposing 
limitations  on  the  delivery  of  natural 
gas  for  space  heating  and  large  volume 
use. 

Sec.  2.  Definitions.  As  used  in  this 
order: 

(a)  “Person”  means  any  individual, 
corporation,  partnership,  association,  or 
any  other  organized  group  of  persons,  or 
legal  successor  or  representative  of  the 
foregoing,  and  includes  the  United  States 
or  any  agency  thereof,  or  any  other 
Government,  or  any  of  its  political  sub¬ 
divisions,  or  any  agency  of  any  of  the 
foregoing. 

(b)  “Natural  gas”  means  either 
natural  gas  unmixed,  or  any  mixture  of 
natural  and  any  other  gas  which  mix¬ 
ture  has  a  heat  value  in  excess  of  600 
B.  t.  u.  per  cubic  foot  measured  in  ac¬ 
cordance  with  the  usual  standards  used 
by  the  natural  gas  seller. 

(c)  “Natural  gas  seller”  means  any 
person  (including  a  pipeline  company) 
selling  natural  gas  in  any  of  the  forty- 
eight  States  or  the  District  of  Columbia 
for  consumption  by  the  purchaser. 

(d)  “Affiliate.”  Two  persons  shall  be 
considered  “affiliates”  if  one  owns,  con¬ 
trols  or  holds  with  power  to  vote  in 
excess  of  50  percent  of  the  voting  stock 
of  the  other,  or  if  more  than  50  percent 
of  the  voting  stock  of  each  is  owned,  con¬ 
trolled,  or  held  with  power  to  vote  by  the 
same  person. 

(e)  “Standby  facilities”  means  equip¬ 
ment  in  serviceable  operating  condition 
designed  to  use  oil,  electricity,  coal  or 
other  fuel  to  replace  natural  gas. 

(f)  “Central  space  heating  equip¬ 
ment”  means  one  or  more  pieces  of 
equipment  used  for  the  purpose  of  rais¬ 
ing  atmospheric  temperature  in  any 
structure  and  intended,  because  of  its 
or  their  size,  type,  or  location  or  number 
to  heat  more  than  one  room,  or  to  heat 
a  room  having  more  than  400  square  feet 
of  floor  space. 

(g)  “Large  volume  consumer”  means 
a  person  whose  consumption  of  natural 
gas  purchased  from  a  natural  gas  seller 
is  expected  to  equal  or  exceed  500  therms 
on  any  day. 

(h)  “State  commission”  means  the 
regulatory  body  of  the  State,  or  the  Dis¬ 
trict  of  Columbia,  having  jurisdiction 
over  gas  public  utility  operations  in  the 


State,  or  the  District  of  Columbia,  re¬ 
spectively,  or,  in  the  absence  of  such  a 
body,  any  public  regulatory  body  of  a 
political  subdivision  of  the  State  having 
regulatory  jurisdiction  over  gas  public 
utility  operations  within  such  political 
subdivision. 

(i)  “Community”  means  one  or  more 
contiguous  and  adjoining  urban  areas 
served  by  a  single  natural  gas  seller  by 
means  of  a  single  local  distribution  sys¬ 
tem. 

Sec.  3.  Limitation  on  deliveries  of  nat¬ 
ural  gas.  The  limitations  provided  in 
this  section  are  subject  to  the  provi.sions 
of  section  704  of  the  Defense  Production 
Act  of  1950.  as  amended.  Certifications 
pursuant  to  that  section  shall  be  filed 
with  the  Petroleum  Administration  for 
Defense  Department  of  the  Interior. 
Washington  25,  D.  C.  Upon  receipt  of 
such  a  certification,  the  Petroleum  Ad¬ 
ministration  for  Defense  will  notify  each 
natural  gas  seller  in  the  jurisdiction  to 
W'hich  the  certification  applies,  and  will 
publish  notice  of  such  certification  in 
the  Feder.al  Register.  The  limitations 
of  this  section  shall  cease  to  apply  to 
deliveries  by  any  natural  gas  seller  in  a 
jurisdiction  for  which  a  certification  has 
been  filed  upon  receipt  by  such  seller  of 
notification  by  the  Petroleum  Adminis¬ 
tration  for  Defense  of  the  filing  or  on 
the.  date  of  the  first  publication  of  the 
certification  in  the  Federal  Register, 
whichever  is  the  earlier. 

(a)  No  natural  gas  seller  shall  deliver 
natural  gas  to  a  large  volume  consumer 
for  the  operation  of  any  gas-fired  equip¬ 
ment  in  an  area  listed  in  Schedule  A,  and 
no  large  volume  consumer  shall  accept 
such  delivery,  unless 

(1)  Such  equipment  was  installed 
prior  to  August  22,  1951,  or 

(2)  The  natural  gas  seller  had  agreed 
In  writing  prior  to  August  22,  1951,  to 
make  the  delivery  of  natural  gas,  if  to 
a  new  customer,  or  to  increase  its  de¬ 
livery  of  natural  gas,  if  to  an  existing 
customer,  for  the  operation  of  such 
equipment,  or 

(3)  The  equipment  replaces  other 
gas-fired  equipment,  using  within  5  per¬ 
cent  of  the  same  volume  of  gas,  or 

(4)  Such  delivery  of  natural  gas  Is 
fully  interruptible  at  the  request  of  the 
natural  gas  seller  and  neither  the  nat¬ 
ural  gas  seller  nor  any  interconnected 
affiliate  thereof  nor  any  natural  gas  sup¬ 
plier  of  such  seller  operates  underground 
storage,  or 

(5)  Such  delivery  of  natural  gas  is  to 
be  used  for  lease  operations  or  W'ell 
drilling,  or 

(6)  The  natural  gas  seller  has  facil¬ 
ities  for  manufacturing  gas  in  sufficient 
volume  and  of  a  heat  content  adequate 
to  meet,  on  a  sustained  basis,  all  of  its 
requirements  for  gas,  and  certifies  in 
writing  to  the  Petroleum  Administra¬ 
tion  for  Defense  that  such  facilities  are 
in  operating  condition  and  that  such 
seller  has  adequate  supplies  to  operate, 
and  v/ill  operate,  such  facilities  con¬ 
tinuously  if  so  requested  by  the  Petro¬ 
leum  Administration  for  Defense,  or 

(7)  Such  delivery  has  been  approved 
by  the  Petroleum  Administration  for 
Defense. 

(b)  No  natural  gas  seller  shall  deliver 
natural  gas  in  an  area  listed  in  Schedule 
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A  fo’*  the  operation  of  central  space 
heating  equipment  installed  subsequent 
to  August  22,  1951,  and  no  person  shall 
accept  such  delivery,  unless. 

(1)  The  total  number  of  such  deliv¬ 
eries  commenced  by  the  natural  gas 
seller  in  any  community  durii^?  the 
twelve  months  following  August  22,  1951. 
does  not  exceed  1  percent  of  the  natural 
gas  seller’s  customers  on  August  22, 1951, 
in  that  community  and  such  deliveries 
are  commenced  in  such  order  as  may  be 
approved  by  the  appropriate  State 
commission,  or 

(2)  The  equipment  replaces  other 
central  space  heating  equipment,  using 
within  5  percent  of  the  same  volume  of 
gas,  or 

(3)  The  central  space  heating  equip¬ 
ment,  if  in  a  new  structure,  was  specified 
in  a  written  construction  contract  for 
the  structure  and  work  on  the  founda¬ 
tion  under  the  new  structure  was  com¬ 
menced  prior  to  August  22,  1951,  or 

(4)  In  the  case  of  a  conversion  from 
another  fuel  to  gas,  work  on  such  con¬ 
version  was  commenced  prior  to  August 
22.  1951,  or 

(5)  The  natural  gas  seller  had  entered 
into  a  written  agreement  prior  to  August 
22.  1951,  to  deliver  natural  gas  for  the 
operation  of  the  central  space  heating 
equipment  during  the  1951-52  heating 
season,  or 

(6)  Such  delivery  of  natural  gas  is 
part  of  the  consideration  for  the  grant¬ 
ing  of  a  right-of-way,  or 

(7)  The  natural  gas  seller  has  facili¬ 
ties  for  manufacturing  gas  in  sufficient 
volume  and  of  a  heat  content  adequate 
to  meet,  on  a  sustained  basis,  ail  of  its 
requirements  for  gas,  and  certifies  in 
writing  to  the  Petroleum  Administration 
for  Defense  that  such  facilities  are  in 
operating  condition  and  that  such  seller 
has  adequate  supplies  to  operate,  and 
will  operate,  such  facilities  continuously 
if  so  requested  by  the  Petroleum  Admin¬ 
istration  for  Defense,  or 

(8)  The  central  space  heating  equip¬ 
ment  was  completely  installed  or  con¬ 
verted  to  the  use  of  gas  during  the 
twenty-four  month  period  following  the 
date  of  commencement  of  natural  gas 
service  in  any  community  which  pre¬ 
viously  had  not  had  any  gas  distribution 
service  or  which  had  had  distribution 
service  of  other  than  natural  gas  to  fewer 
than  5,000  customers  at  the  time  of  the 
commencement  of  natural  gas  service  in 
that  community,  or 

(9)  The  central  space  heating  equip¬ 
ment  was  completely  installed  or  con¬ 
verted  to  the  use  of  gas  during  the 
twenty-four  month  period  following  the 
date  of  commencement  of  natural  gas 
service  in  a  community  which  had  pre¬ 
viously  had  distribution  service  of  other 
than  natural  gas  to  5,000  or  more  cus¬ 
tomers:  Provided,  That  central  space 
heating  customers  shall  not  be  added 
during  such  period,  or  any  portion 
thereof  subsequent  to  the  effective  date 
of  this  order,  at  an  annual  rate  in  excess 
of  5  percent  of  tlie  number  of  gas  cus¬ 
tomers  served  in  such  community  by  the 
natural  gas  seller,  or  its  predecessor,  at 
the  time  of  commencement  of  natural 
gas  service. 

(Each  separate  apartment  or  other 
similar  residential  unit  and  each  sep¬ 


arately  operated  commercial  or  indus¬ 
trial  enterprise,  in  a  multiple-unit 
building  or  development  which  building 
or  development  is  served  through  a  sin¬ 
gle  meter,  shall  be  considered  as  a  sepa¬ 
rate  “delivery”  or  “customer”  in  applying 
subparagraphs  (1)  and  (9)  of  this  para¬ 
graph.) 

(c)  No  natural  gas  seller  shall  deliver 
natural  gas,  in  an  area  listed  in  Sched¬ 
ule  A,  for  the  operation  of  central  space 
heating  equipment  or  to  a  large  volume 
consumer  for  the  operation  of  any  gas- 
fired  equipment,  and  no  person  shall  ac¬ 
cept  such  delivery,  if  the  delivery  or  ac¬ 
ceptance  is  prohibited  by  a  State  or  local 
limitation  on  the  delivery  or  the  use  of 
gas. 

Sec.  4.  Changes  in  areas  to  which  lim¬ 
itations  are  applicable.  From  time  to 
time  as  conditions  warrant.  Schedule  A 
will  be  revised  by  the  addition  of  new 
areas  or  the  elimination  of  already  listed 
areas.  Any  natural  gas  seller,  any  per¬ 
son  from  whom  a  natural  gas  seller  pur¬ 
chases  its  naitural  gas  supplies  and  any 
State  commission  may  request  the  Pe¬ 
troleum  Administration  for  Defense  to 
add  new  areas  to  Schedule  A. 

Sec.  5.  Applications,  (a)  Application 
may  be  macie  by  a  natural  gas  seller, 
operating  in  an  area  to  which  section  3 
of  this  order  is  applicable,  in  writing  to 
the  Petroleum  Administration  for  De¬ 
fense,  Department  of  the  Interior,  Wash¬ 
ington  25,  D.  C.,  Ref :  PAD  Order  No.  2, 
for  an  exemption  from  or  for  a  modifica¬ 
tion  of  all  or  a  part  of  the  limitations 
imposed  by  this  order,  for  a  period  not 
in  excess  of  twelve  months.  Such  ap¬ 
plication  shall  include; 

( 1 )  A  statement  of  the  precise  exemp¬ 
tion  or  modification  desired; 

(2)  A  statement  of  the  gas  sales  dur¬ 
ing  the  preceding  year  made  from  Ap¬ 
plicant’s  system  or  that  portion  thereof 
for  which  exemption  or  modification  is 
requested; 

(3)  A  statement  of  estimated  gas  re¬ 
quirements  for  the  period  of  2  years 
following  the  date  of  the  application ; 

(The  data  furnished  under  subpara¬ 
graphs  (2)  and  (3)  of  this  paragraph, 
should  show  peak  day,  monthly  and  an¬ 
nual  figures,  broken  down  between  firm 
and  interruptible  service  and  by  classes 
of  customers,  and  also  should  show  the 
number  of  new  space  heating  customers 
proposed  to  be  served.) 

(4)  A  statement  of  the  supply  of  gas, 
by  sources,  available  to  meet  such  re¬ 
quirements; 

( 5 )  A  statement  from  Applicant’s  nat¬ 
ural  gas  supplier,  if  such  supplier  is  a 
pipeline  company,  showing  the  natural 
gas  available  from  the  supplier  to  meet 
Applicant’s  requirements; 

(6)  Any  other  information  which  in 
Applicant’s  opinion  will  support  the  ap¬ 
plication; 

(7)  A  recommendation  or  recom¬ 
mendations,  in  respect  of  the  application, 
by  the  State  commission  or  State  com¬ 
missions  in  whose  geographic  jurisdic¬ 
tion  the  exemption  or  modification  will 
apply,  together  with  a  statement  of  the 
facts  supporting  such  recommendation 
or  recommendations. 


(The  recommendation  and  statement 
of  supporting  facts  must  be  subscribed 
by  an  appropriate  officer  of  the  State 
commission.  If  the  recommendation 
and  statement  of  supporting  facts  of  a 
State  commission  cannot  be  obtained, 
such  fact  shall  be  stated,  together  with 
the  reasons  therefor.) 

(b)  Application,  pursuant  to  section 
3  (a)  (7),  may  be  made  by  a  natural 
gas  seller,  operating  in  an  area  to  which 
section  3  of  this  order  is  applicable,  in 
writing  to  the  Petroleum  Administration 
for  Defense,  Department  of  the  Interior, 
Washington  25,  D.  C.,  Ref.:  PAD  Order 
No.  2,  for  approval  of  delivery  of  natural 
gas  to  a  large  volume  consumer.  Such 
application  shall  state: 

( 1 )  The  name,  address  and  business  of 
the  large  volume  consumer; 

(2)  Whether  it  is  feasible  to  use  an¬ 
other  fuel,  and,  if  not,  the  reasons 
therefor ; 

(3)  The  daily,  monthly  and  annual 
volume  of  gas  proposed  to  be  delivered; 

(4)  The  facts  showing  Applicant’s 
ability  to  deliver  such  volume,  and  the 
effect  thereof  upon  Applicant’s  other 
customers  and  Applicant’s  underground 
storage  operations; 

(5)  The  manufacturing  or  other  proc¬ 
ess  or  operation  in  which  the  gas  will  be 
used,  including  the  product  or  products 
of  such  process  or  operation; 

(6)  The  type  of  equipment  in  which 
the  gas  will  be  used; 

(7)  W’hy  standby  facilities  cannot  be 
used  to  an  extent  which  will  permit  the 
service  to  be  fully  interruptible; 

(8)  Whether  the  proposed  delivery  of 
natural  gas  requires  authorization  by  a 
State  commission  or  by  the  Federal 
Power  Commission.  If  such  authoriza¬ 
tion  is  required,  a  copy  of  the  order  or 
orders,  by  which  it  is  granted,  should 
be  attached; 

(9)  All  other  information  which  in 
Applicant’s  opinion  justifies  the  delivery 
in  the  interest  of  national  defense. 

(c)  If  a  natural  gas  seller  notifies  the 
Petroleum  Administration  for  Defense 
on  or  before  August  22,  1951,  that  it  will, 
prior  to  September  15,  1951,  apply,  pur¬ 
suant  to  paragraph  (a)  of  this  section, 
for  exemption  from  or  modification  of 
all  or  a  part  of  the  limitations  of  this 
section,  none  of  said  limitations  shall 
apply  to  such  natural  gas  sellen  until 
September  15,  1951,  and  any  natural  gas 
seller  making  such  application  prior  to 
September  15,  1951,  shall  continue  to  be 
exempt  from  the  limitations  of  this  sec¬ 
tion  until  such  time  as  the  Petroleum 
Administration  for  Defense  acts  on  such 
application  for  exemption  or  modifica¬ 
tion. 

Sec.  6.  Records  and  reports,  (a)  Each 
natural  gas  seller  covered  by  this  order 
shall  retain  in  his  possession  for  at  least 
two  years  records  in  sufficient  detail  to 
permit  an  audit  to  determine  that  the 
provisions  of  this  order  have  been  met. 
This  does  not  specify  any  particular  ac¬ 
counting  method  and  does  not  require 
alteration  of  the  system  of  records  cus¬ 
tomarily  maintained,  provided  such  rec¬ 
ords  supply  an  adequate  basis  for  audit. 
Records  may  be  maintained  in  the  form 
of  microfilm  or  other  photographic  cop¬ 
ies  instead  of  the  originals. 
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(b)  All  records  required  by  this  order 
shall  be  made  available,  at  the  usual 
place  of  business  where  maintained, 
for  inspection  and  audit  by  duly  au¬ 
thorized  representatives  of  the  Petro¬ 
leum  Administration  for  Defense. 

(c)  Natural  gas  sellers  subject  to  this 
order  shall  keep  such  records  and  submit 

.such  reports  to  the  Petroleum  Adminis¬ 
tration  for  Defense  as  it  shall  require 
in  addition  to  those  required  herein, 
subject  to  the  terms  of  the  Federal  Re¬ 
ports  Act  of  1942  (56  Stat.  1073,  5  U.  S.  C. 
129-139f). 

(d)  Each  natural  gas  seller  operating 
in  an  area  listed  in  Schedule  B  shall 
make  a  comprehensive  report  to  the 
Petroleum  Administration  for  Defense 
on  May  1  of  each  year,  in  such  form  as 
the  seller  may  find  appropriate,  show¬ 
ing  its  peak  day  and  annual  market  re¬ 
quirements  by  cla.'^ses  of  customers  for 
the  ensuing  twelve  months  and  its  abil¬ 
ity  to  supply  such  requirements.  Sources 
of  gas  supply  must  be  shown,  together 
with  supporting  statements  by  any  pipe¬ 
line  companies  supplying  the  natural  gas 
seller  with  natural  gas. 

Sec.  7  Communications.  All  commu¬ 
nications  concerning  this  order  shall  be 
addressed  to  the  Petroleum  Adminis¬ 
tration  for  Defense.  Department  of  the 
Interior,  Washington  25,  D.  C.,  Ref: 
PAD  Order  No.  2. 

Sec.  8.  Defense  against  claims  for 
damages.  No  person  shall  be  held  liable 
for  damages  or  penalties  for  any  default 
under  contract  or  order  which  shall  re¬ 
sult  directly  or  indirectly  from  com¬ 
pliance  with  this  order  of  the  Petroleum 
Administration  for  Defense,  or  any  di¬ 
rection,  directive,  or  other  instruction 
issued  pursuant  thereto,  notwithstanding 
that  such  order,  direction,  directive  or 
instruction  shall  thereafter  be  declared 
by  judicial  or  other  competent  authority 
invalid. 

Sec.  9.  Violations.  Any  person  who 
wilfully  violates  any  provision  of  this 
order,  or  who  wilfully  conceals  a  ma¬ 
terial  fact  or  furnishes  false  information 
in  the  course  of  operation  under  this 
order,  is  guilty  of  a  crime  and  upon  con¬ 
viction  may  be  punished  by  fine  or 
imprisonment,  or  both. 

This  order  shall  take  effect  on  August 
22,  1951. 

Dated:  August  14,  1951. 

Bruce  K.  Brown, 
Deputy  Administrator, 
Petroleum  Administration  for  Defense. 

SCHEnULE  A 

Areas  subject  to  limitations  contained"  In 
PAD  Order  No.  2. 

Connecticut. 

Delaware.  '' 

District  of  Columbia. 

Kentucky  (only  those  portions  served  with 
gas  supplied  by  a  subsidiary  of  The  Co¬ 
lumbia  Gas  System,  Inc.,  or  by  Louisville 
Gas  &  Electric  Co.). 

Maryland. 

Massachusetts. 

Michigan. 

New  Hampshire. 

New  Jersey. 

New  York. 

Ohio. 

Pennsylvania. 


Rhode  Island. 

Virginia. 

West  Virginia  (only  those  portions  served 
with  gas  supplied  by  a  subsidiary  of 
The  Columbia  Gas  System,  Inc.). 
Wisconsin. 


Schedule  B 


Alabama. 

Missouri. 

Connecticut. 

Nebraska, 

Delaware. 

New  Hampshire. 

District  of  Colum¬ 

New  Jersey. 

bia. 

New  York. 

Florida. 

North  Carolina. 

Georgia. 

Ohio. 

Illinois. 

Pennsylvania. 

Indiana. 

Rhode  Island. 

Iowa. 

South  Carolina. 

Kentucky. 

South  Dakota. 

Maryland. 

Tennessee. 

Massachusetts. 

Virginia. 

Michigan. 

West  Virginia. 

Minnesota. 

,  Wisconsin. 

(r.  R.  Doc.  51-9818:  Filed,  Aug.  15,  1951; 
8:47  a.  m.) 


Title  33— navigation  and 

NAVIGABLE  WATERS 

Chapter  II — Corps  of  Engineers, 

Department  of  the  Army 

P;^RT  204 — Danger  Zone  Regulations 

GULF  OF  AIEXICO  OFF  MATAGORDA  PENINSULA 

AND  MATAGORDA  ISLAND,  TEX. 

Pursuant  to  the  provisions  of  section 
7  of  the  River  and  Harbor  Act  of  August 
8,  1917  (40  Stat.  266;  33  U.  S.  C.  1),  and 
Chapter  XIX  of  the  Army  Appropria¬ 
tions  Act  of  July  9,  1918  (40  Stat.  892; 
33  U.  S.  C.  3),  §  204.162,  establishing  and 
governing  navigation  within  Air  Force 
practice  gunnery,  bombing,  and  rocket 
firing  ranges  in  the  Gulf  of  Mexico  off 
Matagorda  Peninsula  and  Matagorda 
Island,  Texas,  is  hereby  prescribed,  ef¬ 
fective  on  and  after  its  publication  in 
the  Federal  Register  due  to  the  urgent 
necessity  on  the  part  of  the  Air  Force 
for  commencing  operations  at  the  ear¬ 
liest  possible  time,  as  follows: 

§  204.162  Gulf  of  Mexico  off  Mata~ 
gorda  Peninsula  and  Matagorda  Island, 
Tex.;  Air  Force  practice  gunnery,  bomb¬ 
ing,  and  rocket  firing  ranges — (a)  The 
danger  zones — (1)  Air-to-air  gunnery 
range  off  Matagorda  Peninsula.  An  area 
approximately  59  statute  miles  long  and 
29  statute  miles  wide,  with  its  northwest 
boundary  generally  parallel  to  and  about 
1'  statute  miles  offshore,  described  as 
follows:  Beginning  at  latitude  28 Ml', 
longitude  95°  17';  thence  to  latitude 
28°21',  longitude  94°59';  thence  to  lati¬ 
tude  27°55',  longitude  95°52';  thence  to 
latitude  22°  16',  longitude  96°  08;  and 
thence  to  the  point  of  beginning.  This 
area  will  be  used  daily  from  sunrise  to 
sunset,  weather  permitting,  for  air-to- 
air  gunnery. 

(2)  Aerial  gunnery,  bombing,  and 
rocket  firing  range  off  Matagorda  Island, 
The  waters  of  the  Gulf  of  Mexico  en¬ 
compassed  by  an  arc  of  a  circle  having 
a  radius  of  five  statute  miles  centered 
at  latitude  28®17',  longitude  96°32'. 
This  area  will  be  used  daily  from  sun¬ 
rise  to  sunset,  weather  permitting,  for 
air-to-ground  gunnery,  dive  bombing, 
rocket  firing,  horizontal  bombing,  and 
firing  at  radio  controlled  target  aircraft. 


(b)  The  regulations.  (1)  Except  in 
an  emergency  involving  danger  to  life 
or  property,  no  vessel  shall  enter  or  re¬ 
main  in  either  danger  zone  between  sun¬ 
rise  and  sunset  unless  authorized  to  do 
so  in  writing  by  the  enforcing  agency. 

(2)  Vessels  making  scheduled  trips 
over  prescribed  routes  w'ill  be  given  prior 
WTitten  permission  to  transit  the  danger 
zones  by  the  enforcing  agency.  Vessels 
so  authorized  to  transit  the  danger  zones 
shall  pass  directly  through  without  un¬ 
necessary  delay  and  shall  display  such 
identification  as  may  be  required  by 
the  enforcing  agency. 

(3)  The  regulations  in  this  section 
shall  be  enforced  by  the  Commanding 
Officer,  Bergstrom  Air  Force  Base,  Aus¬ 
tin,  Texas,  and  such  agencies  as  he  may 
designate. 

(Regs.  July  31,  1951,  800.2121-ENGW01  (Sec. 
4,  23  Stat.  352  as  amended;  33  U.  S.  C.  1. 
Interprets  or  applies  40  Stat.  692:  33  U.  S.  C. 
3) 

rSEALl  WM.  E.  BeRGTN, 

Major  General,  U.  S.  Army, 

The  Adjutant  Gev.eral. 

|F.  R.  Doc.  51-9713;  Filed,  Aug.  15,  1C51; 
8:47  a.  m.) 


TITLE  43--PUBLIC  LANDS; 
INTERIC.T 

Chapter  I — Bureau  of  Land  A^.ana^e- 
ment,  Deportment  of  the  Interior 

Subchapter  G — Exchanges 
(Circular  No.  1797( 

Part  145 — General  Regulations 
Governing  Exchanges 

revocation  of  part 

Part  145,  containing  §§  145.1  "to  145.6 
inclusive,  outlining  a  procedure  in  con¬ 
nection  w’ith  proposed  exchanges  of 
lands  in  grazing  districts,  under  which 
the  State  and  private  owners  may  con¬ 
fer  informally  with  field  representatives 
of  the  Bureau  of  Land  Management  with 
respect  to  the  various  features  involved 
in  proposed  exchanges,  in  advance  of 
the  filing  of  formal  applications,  is  re¬ 
voked  in  its  entirety. 

(R.  S.  2478;  43  U.  S.  C.  1201) 

R.  D.  Searles, 

Acting  Secretary  of  the  Interior. 
August  9,  1951, 

(F.  R.  Doc.  51-9703;  Filed,  Aug.  15.  1951; 
8:45  a.  m.J 


Appendix — Public  Land  Orders 
[Public  Land  Order  741] 
Wisconsin 

reserving  certain  public  lands  in  con¬ 
nection  WITH  THE  TOTOGATIC  CONSER¬ 
VATION  AREA 

Whereas  the  act  of  September  2, 1937, 
50  Stat.  917  (16  U.  S.  C.  669-669j),  pro¬ 
vides  for  Federal  aid  to  States- in  wild¬ 
life-restoration  projects;  and 

Whereas  the  State  of  Wisconsin  has 
established  a  Federal-aid  wildlife-resto¬ 
ration  project,  and  has  acquired  title 
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to  certain  lands  in  Sawyer  County  which 
are  administered  by  the  State  of  Wis¬ 
consin  through  its  Conservation  De¬ 
partment  as  the  Totogatic  Conservation 
Area;  and 

Whereas  certain  public  land  of  the 
United  States  within  the  said  project 
posi^esses  wildlife  value  and  could  be  ad¬ 
ministered  advantageously  in  connection 
with  the  Totogatic  Conservation  Area; 
and 

Whereas  the  act  of  March  10,  1934,  as 
amended  by  the  act  of  August  14,  1946, 
48  Stat.  401,  60  Stat.  1080  (16  U.  S.  C. 
6C1-66GC),  authorizes  the  Secretary  of 
the  Interior  to  cooperate  with  Federal, 
State,  and  other  agencies  in  developing 
a  nation-wide  program  of  wildlife  con¬ 
servation  and  rehabilitation: 

Now,  therefore,  by  virtye  of  the  au¬ 
thority  vested  in  the  President  and  pur¬ 
suant  to  Executive  Order  No.  9337  of 
April  24,  1943,  it  is  ordered  as  follows: 

Subject  to  valid  existing  rights,  the 
following-descr.bed  public  land  in  Saw¬ 
yer  Colunty,  Wisconsin,  is  hereby  with¬ 
drawn  from  all  forms  of  appropriation 
under  the  public-land  laws,  including 
the  mining  laws  but  not  the  mineral¬ 
leasing  laws,  and  reserved  under  the 
jurisdiction  of  the  Department  of  the 
Interior  for  use  by  the  Conservation 
Department  of  the  State  of  Wisconsin 
in  connection  with  the  Totogatic  Con¬ 
servation  Area,  under  such  conditions 
as  may  be  prescribed  by  the  Secretary 
of  the  Interior: 

FOURTH  PRINCIPAL  METIIDIAN 

T.  42  N.,  R.  9 

Sec.  20,  SW>4NE'4. 

The  area  described  contains  40  acres. 

R,  D.  Searles, 

Acting  Secretary  of  the  Interior. 

August  9,  1951. 

(P.  R.  Doc.  51-9705:  Filed,  Aug.  15,  1C51: 

8:45  a.  m.l 


TITLE  47— TELECOMMUNI-* 
CATION 

Chapter  I — Federal  Communications 
Commission 

Part  7 — Stations  on  Land  in  the  Mari¬ 
time  Services 

Part  8 — Stations  on  Shipboard  in  the 
Maritime  Services 

miscellaneous  amendments 

At  a  session  of  the  Federal  Communi¬ 
cations  Commission  held  at  its  offices  in 
Washington,  D.  C.,  on  the  8th  day  of 
August  1951; 

The  Commission  having  under  con¬ 
sideration  the  matter  of  amending  cer¬ 
tain  sections  of  Parts  7  and  8  of  its 
rules  governing  Stations  on  Land  in  the 
Maritime  Services,  and  rules  governing 
Stations  on  Shipboard  in  the  Maritime 
Services,  respectively,  for  the  purpose  of 
correcting  minor  editorial  irregularities 
and  omissions;  and 
It  appearing,  that  the  amendments 
will  not  change  the  substantive  provi¬ 
sions  of  the  sections  involved,  and,  there¬ 
fore,  notice  and  public  procedure 


thereon,  as  specified  in  sections  4  (a) 
and  (c)  of  the  Administrative  Procedure 
Act  are  unnecessary; 

It  is  ordered.  That  effective  imme¬ 
diately,  Parts  7  and  8  of  the  Commis¬ 
sion’s  rules  governing  Stations  on  Land 
in  the  Maritime  Services,  and  rules  gov¬ 
erning  Stations  on  Shipboard  in  the 
Maritime  Services,  respectively,  are 
amended  as  set  forth  below. 

Released:  August  9,  1951. 

Federal  Communications 
Commission 
[seal]  T.  J.  Slowie. 

Secretary. 

1.  Amend  Part  8  of  the  Commission’s 
rules  governing  Stations  on  Shipboard 
in  the  Maritime  Services  as  follows: 

a.  Section  8.4  (p) :  Change  “above¬ 
wave”  to  “above-water”. 

b.  Section  8.5  (c) :  Change  title  from 
"Classification”  to  "Specific  classifica¬ 
tion.” 

Between  the  first  two  words  “The 
classes”  of  the  text,  insert  the  word 
“specific”. 

After  the  words  “maritime  radioloca¬ 
tion  service”  add  the  parenthetical 
phrase  “(including  maritime  radionavi¬ 
gation  service)”. 

c.  Section  8.34:  In  second  sentence 
change  the  word  “therein”  to  “thereon”. 

d.  Section  8.37  (a) :  Change  the  word 
“therein”  to  “thereon”. 

e.  Section  8.133  (c)  (1) :  In  the  table, 
under  emissions  FI,  F2,  and  F3  change, 
in  each  case,  “35”  to  “30”,  “76”  to  “50”, 
“156.35”  to  “15625”.  and  “162.05”  to 
“157.45”. 

f.  Section  8.303:  Delete  subparagraph 
Indicator  “(1)”  and  combine  the  text  of 
paragraph  (a)  with  that  of  subpara¬ 
graph  (1)  so  that  paragraph  (a)  will 
read  as  follows: 

(a)  Unless  prohibited  by  the  terms 
of  the  station  license  or  by  other  sections 
of  this  part  relative  to  the  limited  use  of 
a  specifically  designated  frequency,  each 
ship  station  shall,  W'ithin  the  scope  of 
its  normal  operations  and  w’ithout  dis¬ 
crimination,  acknowledge  all  calls  di¬ 
rected  to  it  and  receive  from  stations 
operating  in  the  maritime  mobile  service, 
all  messages  and  communications  which 
are  addressed  to  the  ship  or  to  any  per¬ 
son  or  persons  on  board  and  which  are 
for  termination  on  such  ship. 

Change  subparagraph  indicator  “(2)” 
to  paragraph  indicator  “(c)”. 

Paragraph  (c)  should  be  placed  in  its 
proper  order  after  existing  paragraph 
(b). 

g.  Section  8.330  (a)  (3) ;  In  last  sen¬ 
tence  change  “paragraph  (e)  of  this  sec¬ 
tion”  to  “subparagraph  (5)  of  this  para¬ 
graph”. 

h.  Section  8.354  (c) :  Delete  “the  ef¬ 
fective  date  of  this  section”  and  substi¬ 
tute  therefor  “July  23,  1951”. 

i.  Section  8.360  (d)  (1):  Insert  a 

comma  between  “governments”  and 
“which”. 

j.  Section  8.362  (c)  (1) :  Delete  the 
words  “the  involved  ship  station (s) 
W’hile  they  are”  and  substitute  therefor 
the  words  “each  ship  involved  while  such 
ship  is”. 


k.  Section  8.434:  In  the  footnote  re¬ 
ferred  to  therein  change  the  word  “logs” 
to  “records”. 

l.  Section  8.525  (d) :  Between  the 
W’ords  “operating”  and  “or”  add  the 
word  “room”. 

(Sec.  4,  48  Stat.  1066  as  amended:  47  D.  S.  C. 
154.  Interpret  or  apply  sec.  303,  48  Stat. 
1082:  47  U.  S.  C.  303) 

2.  Amend  Part  7  of  the  Commission’s 
rules  governing  Stations  on  Land  in  the 
Maritime  Services  as  follows; 

•a.  Section  7.6  (d):  In  the  parentheti¬ 
cal  phrase  w'hich  reads  “(including  mari¬ 
time  radio  navigation  service)”  change 
“radio  navigation”  to  “radionavigation”. 

b.  Section  7.206  (b)  (6) :  Delete  “the 
effective  date  of  this  section”  and  substi¬ 
tute  therefor  “July  23,  1951”. 

c.  Section  7.304  (a) :  Delete  “the  ef¬ 
fective  date  of  this  section”  and  substi¬ 
tute  therefor  “July  23,  1951”. 

d.  Section  7.370  (a)  (4) :  Add  foot¬ 
-note  designator  after  “assigned  fre¬ 
quency  156.8  Me)”  and  append  a  foot¬ 
note  to  read  as  follow’s: 

’  Pending  further  development  of  the 
use  of  very  high  frequencies,  no  watch  is 
required  to  be  maintained  by  limited  coast 
stations  or  marine  utility  stations  on  shore 
under  the  existing  provisions  of  Subpart  G 
of  this  part. 

e.  Section  7.504  (a) :  In  the  footnote 

referred  to  therein  change  the  word 
“logs”  to  “records”,  and  the  word  “sign” 
to  “signs”.  ' 

(Sec.  4,  48  Stat.  1066  as  amended:  47  U.  S.  C. 
154.  Interpret  or  apply  sec.  303,  48  Stat. 
1082:  47  U.  S.  C.  303) 

[F.  R.  Doc.  51-9733:  Filed.  Aug.  15,  1951: 

8:49  a.  m.] 
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Part  8 — Stations  on.  Shipboard  in  the 
Maritime  Services 

CORRECTION 

On  July  18,  1951,  the  Commission 
adopted  certain  amendments  to  Parts  7 
and  8  of  the  Commission’s  rules  and 
regulations,  effective  as  Of  that  date. 
These  amendments  were  published  in 
the  Federal  Register  of  July  27,  1951 
(16  F.  R.  7357-7358),  except  that  part  of 
Appendix  I  to  the  order  containing  an 
amendment  to  §  8.81  (c)  of  the  rules 
w-as  omitted.  Attached  is  the  amend¬ 
ment  to  §  8.81  (c). 

Effective  July  23,  1951,  the  Commis¬ 
sion  recodified  §  8.81  (c)  as  §  8.354  (a) 
(1)  of  the  rules. 

Federal  Communications 

Commission, 

[seal]  T.  J.  Slowie, 

Secretary. 

Appendix  I 

2.  Part  8,  Rules  Governing  Ship  Serv¬ 
ice,  is  amended  in  the  following  par¬ 
ticulars  : 

Section  8.81  (c)  Is  amended  to  read 
as  follows  with  regard  to  the  following 
frequencies; 
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(c)  To  ship  telephone  stations  for 
communication  with  coastal-harbor 
stations : 


2110  «•., 
2118..., 

2126  <». 

2134.. . 

2142  <». 

2206  *». 

2158  <». 
2160  *•. 

2174  **. 

2572.. . 
2198 


[Boston,  Mass. 

San  Francisco,  Calif. 

Eureka,  Calif. 

Galveston,  Tex. 
fMiami,  Fla. 

[Great  Lakes  (U.  S.  and  Canada). 

Seattle,  Wash. 

New  York,  N.  Y, 

Tampa,  Fla.  (day  only). 

Los  .\ngeles  or  San  JJicgo  Calif,  (day 
I  only). 

Galveston,  Tex. 
flawaiian  Lslands. 

San  Juan,  P.  R. 

.Norfolk,  Va. 

(Juantico,  V’a. 

San  Francisco  and  Eureka,  Calif,  (day 
only). 

New  Orleans,  La. 

Portlnjid,  Oreg. 

.\stona,  Oreg. 

San  Diego  or  Los  Angeles,  Calif,  (day 
only). 

Tampa,  Fla. 

Great  Lakes  (U.  S.  only). 

Boston,  Mass,  (day  only.) 

Wilmington,  Del. 

New  York,  N.  Y. 

New  Orleans,  La.  (day  only). 
Charleston,  S.  C. 

Jacksonville,  Fla. 

Ix)s  .\ngeles,  Calif. 

Seattle,  Wash,  (day  only). 

Mobile,  Ala. 

(New  York,  N.  Y. 

<  Hawaiian  islands. 

IMiami  Beach,  Fla.  (day  only). 


The  u.se,  when  assigned,  of  the  frequency  2110 
kilocycles  designated  for  communication  with  Galveston, 
Texas,  and  the  use,  when  assigned,  of  the  frequencies 
designated  for  use  on  “day  only”  basi.s,  is  authorized 
only  upon  the  condition  that  no  harmful  interference 
w  ill  be  caused  to  any  government  station  oix'rating  on 
the  same  or  adjacent  frequencies;  the  frequencies  2142, 
2198,  and  2206  kilocycles  where  designated  for  use  on  a 
“day  only”  basis,  shall,  when  assigned,  be  used  subject 
to  interference  by  government  stations. 


(Sec.  4,  48  Stat.  1068,  as  amended;  47  U.  S.  C. 
154.  Interprets  or  applies  sec.  303,  48  Stat. 
1082;  47  U.  S.  C.  303) 


TITLE  50— WILDLIFE 

Chapter  I— Fish  and  Wildlife  Service, 
Department  of  the  interior 

Subchapter  F— Alaska  Commercial  Fisheries 

Part  119 — Southeastern  Alaska  Area, 
Eastern  District,  Salmon  Fisheries 

CLOSED  waters 

Basis  and  purpose.  In  permitting  fish¬ 
ing  in  the  waters  on  the  eastern  side  of 
Stephens  Passage  and  Frederick  Sound, 
from  the  latitude  of  Midway  Island  to 
Horn  Cliffs,  as  announced  by  the  Direc¬ 
tor  of  the  Fish  and  Wildlife  Service  on 
July  31.  1951  (16  CFR  7684),  the  waters 
of  Port  Houghton  and  Windham  Bay 
were  not  specifically  closed,  thus  en¬ 
dangering  the  important  runs  in  those 
bays  to  overfishing. 

Therefore,  in  accordance  with  the  au¬ 
thority  cited,  the  following  amendment 
is  adopted  effective  immediately  and 
continuing  until  the  close  of  the  speci¬ 
fied  open  season  at  6  p.  m.  September 
1,  1951: 

1.  Section  119.10  is  amended  by  adding 
the  following  paragraphs: 

(a)  Port  Houghton,  indenting  main¬ 
land:  All  waters  in  Sanborn  Canal  . 

(b)  Windham  Bay,  indenting  main¬ 
land:  All  waters  of  the  bay  east  of  133 
degrees,  21  minutes  57  seconds  west 
longitude. 

(Sec.  1,  43  Stat.  464,  as  amended;  48  U.  S.  C. 
221) 

Albert  M.  Day, 

Director. 

August  10,  1951. 


[F.  R.  Doc.  51-9732;  Filed.  Aug.  15.  1951; 
8:49  a.  m.) 


[F.  R.  Doc.  51-9702;  F..ed,  Aug.  15,  1951; 
8:45  a.  m.J 
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DEPARTMENT  OF  THE  TREASURY 

Bureau  of  Internal  Revenue 
[  26  CFR  Part  40  ] 

Excess  Profits  Taxes:  Taxable  Years 
Ending 'After  June  30,  1950 

NOTICE  OF  PROPOSED  RULE  MAKING 

Amendment  of  Regulations  130  to  pro¬ 
vide  regulations  under  sections  461 
through  465  (Part  II)  of  the  Excess 
Profits  Tax  Act  of  1950. 

Notice  is  hereby  given,  pursuant  to  the 
Administrative  Procedure  Act,  approved 
June  11,  1946,  that  the  regulations  set 
forth  in  tentative  form  below  are  pro¬ 
posed  to  be  prescribed  by  the  Commis¬ 
sioner  of  Internal  Revenue,  with  the 
approval  of  the  Secretary  of  the  Treas¬ 
ury.  Prior  to  the  final  adoption  of  such 
regulations,  consideration  will  be  given 
to  any  data,  views,  or  arguments  per¬ 
taining  thereto  which  are  submitted  in 
writing  in  duplicate  to  the  Commissioner 
of  Internal  Revenue,  Washington  25, 
D.  C.,  within  the  period  of  30  days  from 
the  date  of  publication  of  this  notice  in 
the  Federal  Register.  The  proposed 
regulations  are  to  be  issued  under  the 


authority  contained  in  section  62  of  the 
Internal  Revenue  Code  (53  Stat.  32;  26 
U.  S.  C.  62). 

[seal]  John  B.  Dunlap, 

Commissioner  of  Internal  Revenue. 

In  order  to  conform  Regulations  130 
(26  CFR,  Part  40)  to  Part  II  of  the 
Excess  Profits  Tax  Act  of  1950,  approved 
January  3,  1951,  which  part,  consisting 
of  sections  461  through  465,  is  set  forth  in 
Regulations  130  immediately  after 
§  40.458-8,  such  regulations  are  hereby 
amended  as  follows: 

Paragraph  1.  There  is  inserted  im¬ 
mediately  after  section  461,  the  follow-- 
ing: 

§  40,461-1  Purpose  and  scope  of  Part 
II.  (a)  The  term  “Part  II”  when  used 
in  the  regulations  in  this  part,  means 
sections  461  through  465.  Part  II  pro¬ 
vides  rules  applicable  to  the  use  of  the 
excess  profits  credit  based  on  income 
and  the  method  of  computing  such 
credit,  in  the  case  of  “acquiring  corpo¬ 
rations”  and  of  “component  corpora¬ 
tions”.  An  acquiring  corporation  is  a 
domestic  corporation  which  has  acquired 
property  from  a  domestic  corporation, 
partnership,  or  sole  proprietorship  in  a 


transaction  meeting  the  requirements 
set  forth  in  section  461  (a) ,  which  trans¬ 
action  is  sometimes  referred  to  in  the 
regulations  in  this  part  as  a  “Part  II 
transaction”.  Each  corporation,  part¬ 
nership,  or  sole  proprietorship  the  prop¬ 
erties  of  which  are  acquired  by  a  corpo¬ 
ration  in  a  transaction  described  in 
section  461  (a)  is  designated  a  compon¬ 
ent  corporation  of  the  acquiring  corpo¬ 
ration.  Furthermore,  special  rules  are 
provided  for  the  case  in  which  an  ac¬ 
quiring  corporation  later  becomes  a 
component  corporation  of  another  ac¬ 
quiring  corporation.  A  foreign  corpora¬ 
tion  cannot  be  an  acquiring  corporation 
and  neither  a  foreign  corporation,  a 
foreign  partnership,  nor  a  foreign 
sole  proprietorship  can  be  a  component 
corporation. 

(b)  Part  II  provides  the  rules  for  de¬ 
termining  the  base  period  experience  and 
the  capital  changes  of  the  transferee 
corporation  by  reference  to  the  income 
experience  and  the  capital  changes  of 
the  transferor.  For  this  purpose.  Part 
II  treats  an  acquiring  corporation  which 
was  not  actually  in  existence  for  part  or 
all  of  its  base  period  as  having  been  in 
existence  and  having  had  taxable  years 
for  the  period  during  which  its  compo¬ 
nent  corporation  was  actually  in  exist¬ 
ence.  Special  rules  are  provicled  for  ap¬ 
plying  section  435  (e),  442,  443,  444,  445 
or  446.  Part  II  is  also  applicable  to  com¬ 
ponent  corporations. 

(c)  Every  corporation  which  is  a  party 
to  a  Part  II  transaction,  whether  as  an 
acquiring  corporation  or  as  a  component 
corporation,  must  compute  its  excess 
profits  credit  based  on  income  under  the 
provisions  of  Part  II.  However,  in  cer¬ 
tain  cases  specifically  set  forth  in  section 
462  (b),  (c),  and  (d),  the  average  base 
period  net  income  of  an  acquiring  cor¬ 
poration  determined  under  the  general 
average  method  of  section  435  (d) ,  under 
the  growth  alternative  of  section  435 
(e) ,  or  under  the  alternative  provided  by 
section  442  (c)  with  respect  to  certain 
abnormalities,  may  be  determined  under 
Part  II  either  with  or  without  reference 
to  the  recomputation  of  excess  profits 
net  income  under  Fart  II,  depending 
upon  whichever  produces  the  lesser  ex¬ 
cess  profits  tax.  No  similar  alternative 
Is  available  in  the  case  of  a  component 
corporation  or  in  the  case  of  an  acquir¬ 
ing  corporation  computing  its  average 
base  period  net  income  under  an  alter¬ 
native  method  provided  in  section  442 
(d),  443,  444,  445  or  446.  In  any  case  in 
which  the  determination  of  the  average 
base  period  net  income  of  the  acquiring 
corporation  is  made  without  reference  to 
the  recomputation  of  excess  profits  net 
income  under  Part  II,  the  base  period 
capital  addition  and  the  net  capital  ad¬ 
dition  or  reduction  of  the  acquiring  cor¬ 
poration  shall  not  be  adjusted  under 
Part  II. 

§  40.461-2  Acquiring  corporations. 
(a)  The  types  of  transactions  w'hereby 
a  corporation  becomes  an  acquiring  cor¬ 
poration  are  specified  in  section  461  (a). 
In  addition  to  statutory  mergers  and 
consolidations  and  the  acquisition  of 
property  in  a  complete  liquidation  in 
w'hich  gain  or  loss  is  not  recoqni^cd  be¬ 
cause  of  the  provisions  of  section  112 
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(b>  (6),  only  the  following  types  of 
transactions  are  included; 

(1)  Under  section  461  (a)  (1>  ^A>, 
the  acquisition  by  one  corporation,  in 
exchange  in  whole  or  in  part  for  all  of 
its  stock  (except  qualifying  shares)  of 
all  classes,  of  substantially  all  the  prop¬ 
erties  of  another  corporation.  See  sec¬ 
tion  112  (g)  (1)  (D). 

«2»  Under  section 461  (a)  (1)  (B),the 
acquisition  by  one  corporation,  in  ex¬ 
change  .solely  for  all  or  a  part  of  its  vot¬ 
ing  stock,  of  substantially  all  the  prop¬ 
erties  of  another  corporation;  but.  in 
determining  whether  the  exchange  is 
solely  for  voting  stock,  the  assumption 
by  the  acquiring  corporation  of  a  liabil¬ 
ity  of  the  other,  or  the  fact  that  property 
required  is  subject  to  a  liability,  shall 
be  disregarded.  See  section  112  (g) 
(1)  (C). 

(3>  Under  section  461  (a)  (1)  (C^.the 
acquis  tion  before  December  1,  1950,  by 
one  corporation  of  properties  of  another 
corporation  solely  as  paid-in  surplus  or 
as  a  contribution  to  capital  in  respect 
of  voting  stock  of  the  acquiring  corpora¬ 
tion  owned  by  the  transferor  corpora- 
t  on;  but,  in  determining  whether  the 
acquisition  is  solely  as  paid-in  surplus 
or  as  a  contribution  to  capital,  the  as¬ 
sumption  by  the  acquiring  corporation 
of  a  liability  of  the  other,  or  the  fact  that 
property  acquired  is  .subject  to  a  liability, 
shall  be  disregarded.  In  this  type  of 
transaction  the  transferor  corporation 
must  be  forthwith  completely  liquidated 
pursuant  to  the  plan  under  which  the 
transfer  of  proper!  es  was  made  and  the 
transaction  of  which  the  transfer  is  a 
part  must  have  the  effect  of  a  statutory 
merger  or  consolidation. 

(4)  Under  section  461  (a)  (D  (D),the 
acquisition  of  substantially  all  the  prop- 
titios  of  a  partnership  in  an  exchange  to 
which  section  112  (b)  (5>,  or  so  much  of 
section  112  (c>  or  <e)  as  refers  to  section 
112  <b)  (5),  is  applicable.  For  the  pur¬ 
pose  of  this  paragraph,  a  business  owned 
by  a  sole  proprietorship  shall  be  consid¬ 
ered  as  owne<i  by  a  partnership. 

(5>  Under  section  451  (a)  (1)  <E>,the 
acquisition  of  a  part,  as  distinguished 
from  all  or  substantially  all,  of  the  prop¬ 
erties  of  a  corporation  (other  than  a 
corporation  exempt  under  section  101  > 
or  of  a  partnership  in  an  exchange,  not 
otherwise  described  in  this  section  or 
section  461  (a),  to  which  section  112  (b) 
(4 *  or  112  <b>  (5) ,  or  so  much  of  section 
112  (c)  or  (e>  as  refers  to  section  112  (b) 
<4»  or  112  <b)  (5).  is  applicable.  Types 
of  transactions  under  section  481  (a)  (1) 
(E)  include:  (i>  The  transfer  by  the 
component  corporation  of  a  part  of  its 
properties  to  an  acquiring  corporation 
and  the  retention  of  the  remaining  part 
by  the  comix>nent  corporation;  (ii)  The 
transfer  of  all  or  substantially  all  of  the 
properties  of  a  component  corporation  to 
two  or  more  separate  acquiring  corpo¬ 
rations;  and  (iii)  The  transfer  of  part  of 
the  properties  to  two  or  more  separate 
acquiring  corporations  and  the  retention 
of  the  remaining  part  by  the  component 
corporation.  A  transaction  which  qual¬ 
ifies  as  a  Part  II  transaction  without 
regard  to  section  431  (a)  (1)  (E).  is  not 
a  transaction  described  in  section  461 
(a)  (1)  (E)  for  the  purpose  of  any  special 
rule  under  Part  II  pertaining  to  trans¬ 


actions  described  in  section  461  (a)  (1) 
(E). 

(b)  The  types  of  transactions  set  forth 
In  section  461  (a),  other  than  those  set 
forth  in  section  461  (a)  (1)  (C),  either 
are  embraced  within  the  definition  of  a 
reorganization  contained  in  section  112 
(g)  (1),  are  transfers  to  a  controlled 
corporation  within  the  meaning  of  sec¬ 
tion  112  (b)  (5)  and  related  sections, 
or  are  complete  liquidations  within  the 
meaning  of  section  112  (b)  (6),  Since 
Part  II  applies  only  to  cases  where  there 
is  a  sufficient  continuity  of  interest  to 
justify  treating  a  corporation  which  has 
acquired  the  assets  of  another  corpora¬ 
tion,  a  partnership,  or  a  business  owned 
by  a  sole  proprietorship,  as  standing  in 
the  place  of  its  predecessor,  such  trans¬ 
actions  must  satisfy  all  the  I’equirements 
of  the  regulations  prescribed  under  sec¬ 
tion  112  with  respect  to  such  transactions 
in  order  that  the  transferee  corporation 
may  be  treated  as  an  acquiring  cor¬ 
poration. 

§  40.461-3  Component  corporatioiis — 
(a)  l7i  general — (1)  Section  461  (c)  (1), 
If  a  corporation  is  a  component  corpor¬ 
ation  in  a  transaction  described  in  sec¬ 
tion  431  (a)  (other  than  a  transaction 
described  in  section  461  (a)  (1)  (E)), 
its  base  period  experience  for  the  period 
before  the  day  after  such  transaction  is 
made  available  to  the  acquiring  corpor¬ 
ation  in  such  transaction  or  to  an 
acquiring  corporation  of  which  the  first 
acquiring  corporation  is  a  component 
corporation.  If  such  component  cor¬ 
poration  remains  in  existence,  it  will  not 
(after  the  transaction)  receive  any 
benefit  from  its  experience  on  the  day 
of  and  prior  to  such  transaction,  nor 
can  its  experience  on  the  day  of  and 
prior  to  such  transaction  be  made  avail¬ 
able  to  another  acquiring  corporation  in 
a  subsequent  Part  II  transaction  involv¬ 
ing  such  component  corporation, 
regardless  of  whether  the  first  acquiring 
corporation  actually  utilizes  such 
experience.  However,  the  base  period 
experience  of  the  component  corpora¬ 
tion  occurring  after  such  first  transac¬ 
tion  may  be  available  to  another 
acquiring  corporation  in  a  subsequent 
Fart  II  transaction  involving  such 
component  corporation.  The  same 
rules  are  applicable  to  each  successive 
Part  II  transaction  described  in  section 
461  (a)  (other  than  a  transaction 

de'-cribed  in  section  431  (a)  (1)  (E)). 
Section  461  (c)  (1)  applies  to  all  such 
types  of  Part  II  transactions,  whether 
or  not  complete  liquidation  of  the  com¬ 
ponent  corporation  is  specifically 
required  in  connection  therewith. 

(2)  Section  461  (c)  (3).  If  a  cor¬ 
poration  is  a  component  corporation  in 
a  transaction  described  in  section  461 
(a)  (1)  (E),  its  base  period  experience 
for  the  period  before  the  day  after  such 
transaction,  to  the  extent  allocable  to 
the  properties  transferred,  is  made  avail¬ 
able  to  the  acquiring  corporation  in  such 
transaction  or  to  an  acquiring  corpora¬ 
tion  of  which  the  first  acquiring  corpora¬ 
tion  is  a  component  corporation.  If  the 
component  corporation  remains  in  exist¬ 
ence,  it  will  not  (after  the  transaction) 
receive  any  benefit  from  that  portion  of 
its  base  period  experience  which  is  made 
available  to  the  acquiring  corporation. 


regardless  of  whether  the  acquiring 
corporation  actually  utilizes  such  experi¬ 
ence.  Furthermore,  only  that  part  of 
the  experience  which  is  not  made  avail¬ 
able  to  the  acquiring  corporation  may  be 
available  to  another  acquiring  corpora¬ 
tion  in  a  subsequent  Part  II  transaction 
involving  such  component  corporation. 
However,  any  part  of  the  base  period 
experience  of  the  component  corporation 
occurring  after  such  first  transaction 
may  be  available  to  another  acquiring 
corporation  in  a  subsequent  Part  II 
transaction  involving  such  component 
corporation.  The  same  rules  are  appli¬ 
cable  to  each  successive  Part  II  trans¬ 
action  described  in  section  461  (a) 
(1)  (E).  I 

(b)  Rules  for  application  of  section 
461  (c).  (1)  For  taxable  years  of  the 

component  corporation  beginning  after 
the  Part  II  transaction  (unless  such 
transaction  is  described  in  section  461 
(a)  (1)  (E),  in  which  case  see  sub- 
paragraphs  (3)  and  (4)  of  this  para¬ 
graph  ) ,  the  excess  profits  credit 
based  on  income  of  the  component  cor¬ 
poration  shall  be  determined  without 
regard  to  its  base  period  experience  for 
the  period  ending  with  the  day  of  the 
Part  II  transaction  and  without  regard 
to  the  capital  changes  of  the  component 
corporation  occurring  before  such  trans¬ 
action.  Thus,  in  such  cases,  any  com¬ 
putations  which  section  435  ( f ) ,  relating 
to  the  base  period  capital  addition, 
requires  to  be  made  as  of  a  time  pre¬ 
ceding  the  transaction  shall,  instead,  be 
made  as  of  the  time  immediately  after 
the  transaction.  Similarly,  in  comput¬ 
ing  the  net  capital  addition  or  reduction, 
if  the  transaction  occurs  after  the 
beginning  of  the  first  taxable  year  end¬ 
ing  after  June  30, 1950,  the  computations 
which  section  435  (g)  requires  to  be 
made  as  of  the  first  day  of  such  taxable 
year  shall,  instead,  be  made  as  of  the 
time  immediately  after  the  transaction. 

(2)  For  the  taxable  year  of  the  com¬ 
ponent  corporation  in  which  occurs  the 
Part  II  transaction  (other  than  a  trans¬ 
action  described  in  section  431  (a)  (D 
(E),  in  which  case,  see  subparagraphs 

(3)  and  (4)  of  this  paragraph),  if  such 
taxable  year  ends  after  June  30,  1950, 
and  if  the  component  corporation  does 
not  terminate  its  existence  in  such 
transaction,  the  average  base  period  net 
income  and  the  base  period  capital  ad¬ 
dition  of  the  component  corporation 
shall  be  limited  to  amounts  which  are 
the  same  portions  of  its  average  base 
period  net  income  and  its  base  period 
capital  addition,  respectively,  as  the 
number  of  days  in  such  taxable  year 
before  the  day  after  such  transaction  is 
of  the  total  number  of  days  in  such  tax¬ 
able  year.  If  the  component  corpora¬ 
tion  is,  by  reason  of  the  transaction, 
entitled  to  apply  section  445,  it  may  in¬ 
clude  in  its  exce.ss  profits  credit  a  por¬ 
tion  (determined  on  the  basis  of  the 
number  of  days  in  the  taxable  year  after 
the  transaction)  of  the  excess  profits 
credit  determined  by  the  application  of 
section  445.  See  §  40.461-4  (b)  for  the 
rules  applicable  in  any  such  case.  If  the 
component  corporation  goes  out  of  ex¬ 
istence  on  the  day  of  such  Part  II  trans¬ 
action  with  the  result  that  its  taxable 
year  ends  on  the  day  of  such  transac- 
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tion,  the  component  corporation  is  not 
required  to  prorate  its  average  base  pe¬ 
riod  net  income  for  the  purpose  of  com¬ 
puting  its  excess  profits  credit  for  such 
year.  (For  a  corresponding  provision  in 
the  case  of  the  acquiring  corporation 
and  for  an  illustration  of  the  applica¬ 
tion  of  such  corresponding  provision 
and  of  section  461  (c)  (2),  see  section 
462  (j)  (2)  and  §  40.462-11.) 

(3)  For  taxable  years  of  the  compon¬ 
ent  corporation  beginning  after  a  Part 
II  transaction  described  in  section  461 
(a)  (1)  (E)  (that  is.  a  transaction  in¬ 
volving  a  transfer  of  only  a  part,  as 
distinguished  from  a  transfer  of  all  or 
substantially  all.  of  the  properties  of 
the  component  corporation) .  the  excess 
profits  credit  based  on  income  of  the 
component  corporation  shall  be  deter¬ 
mined  without  regard  to  that  portion  of 
its  base  period  experience  for  the  period 
ending  with  the  day  of  the  Part  II  trans¬ 
action  which  is  allocable  to  the  acquir¬ 
ing  corporation,  and  without  regard  to 
that  portion  of  the  capital  changes  of 
the  component  corporation  occurring 
before  such  transaction  which  is  allo¬ 
cable  to  the  acquiring  corporation.  See 
§  40.461-7  for  the  method  of  applying 
this  rule. 

(4)  For  the  taxable  year  of  the  com¬ 
ponent  corporation  in  which  occurs  a 
Part  II  transaction  described  in  sec¬ 
tion  461  (a)  (1)  (E)  Jthat  is.  a  transfer 
by  the  component  corporation  of  only  a 
part,  as  distinguished  from  all  or  sub¬ 
stantially  all.  of  its  properties),  if  such 
taxable  year  ends  after  June  30.  1950, 
the  average  base  period  net  income  of 
the  component  corporation  shall  be 
limited  to  the  sum  of  (i)  an  amount 
which  is  the  same  portion  of  its  average 
base  period  net  income  as  the  number 
of  days  in  such  taxable  year  before  the 
day  after  such  transaction  is  of  the  total 
number  of  days  in  such  taxable  year,  and 
(ii)  an  amount  which  is  the  same  portion 
of  its  average  base  period  net  income 
allocable  to  it  after  the  application  of 
subparagraph  (3)  of  this  paragraph,  as 
the  number  of  days  in  such  taxable  year 
after  the  day  of  such  transaction  is  of 
the  total  number  of  days  in  such  taxable 
year.  A  similar  rule  applies  with  respect 
to  the  base  period  capital  addition  of  the 
component  corporation. 

(5)  Section  461  (c)  provides  that  the 
acquiring  corporation  shall  not  take 
into  account,  for  the  purpose  of  deter¬ 
mining  its  average  base  period  net  in¬ 
come.  the  base  period  experience  of  the 
component  corporation  for  any  period 
beginning  with  the  day  after  the  Part  II 
transaction. 

(c)  Proration  of  excess  profits  net  in~ 
come.  If  the  Part  II  transaction,  except 
,  a  transaction  described  in  section  461 
(a)  (1)  (E).  occurred  in  a  taxable  year 
of  the  component  corporation  beginning 
with  or  within  its  base  period,  the  excess 
profits  net  income  of  such  component 
coiTJoration  for  the  portion  of  the  tax¬ 
able  year  after  the  transaction  and  for 
the  prior  portion  of  the  taxable  year 
(which  prior  portion  is  to  be  taken  into 
account  only  by  the  acquiring  corpora¬ 
tion  in  such  transaction)  shall  be  com¬ 
puted  on  the  basis  of  its  income  as  shown 
by  its  books  if  the  accounts  are  so  kept 
that  excess  profits  net  income  for  each 


of  such  portions  can  be  clearly  and  ac¬ 
curately  determined.  If  the  accounts 
are  not  so  kept,  the  excess  profits  net 
Income  for  the  portion  of  the  taxable 
year  after  the  transaction  shall  be  con¬ 
sidered  to  be  an  amount  which  bears  the 
same  ratio  to  the  excess  profits  net  in¬ 
come  for  such  taxable  year  as  the  num¬ 
ber  of  days  in  such  taxable  year  after 
such  transaction  bears  to  the  total  num¬ 
ber  of  days  in  such  taxable  year,  and  the 
excess  profits  net  income  for  the  prior 
portion  of  such  taxable  year  shall  be 
considered  to  be  the  balance  of  the  ex¬ 
cess  profits  net  income  for  such  taxable 
year.  However,  if  items  of  income  and 
deduction  are  clearly  and  accurately  de¬ 
termined  to  be  attributable  to  particular 
portions  of  the  taxable  year,  such  items 
may  be  eliminated  before  the  above  pro- 
ration  is  made,  and  after  the  proration 
is  made  such  items  w’ill  be  added  to  (if 
items  of  income)  or  deducted  from  (if 
deductible  items)  the  excess  profits  net 
income  determined  by  the  proration  for 
the  period  to  which  such  items  are 
attributable. 

(d)  Example  of  application  of  section 
461  (c)  (f)  and  (2).  The  application 
of  the  provisions  of  section  461  (c)  (1) 
and  (2)  may  be  illustrated  by  the  fol¬ 
lowing  example: 

Example.  The  A  Corporation,  the  B  Cor¬ 
poration,  and  the  C  Corporation,  which  cor¬ 
porations  make  their  income  tax  returns  on 
the  calendar  year  basis,  commenced  business 
before  January  1,  1946.  On  December  31, 
1947,  the  B  Corporation  acquired  the  prop¬ 
erties  of  the  A  Corporation  in  a  transaction 
described  in  section  461  (a)  (1)  (A).  The 
A  Corporation  subsequently  converted  into 
new  properties  the  stock  of  the  B  Corpora¬ 
tion  which  it  received  in  such  transaction. 
It  operated  such  new  properties  until  Oc¬ 
tober  19,  1951,  when  they  were  transferred 
to  the  C  Corporation  in  a  transaction  de¬ 
scribed  in  section  461  (a)  (1)  (A).  The  A 
Corporation  continued  in  business  through¬ 
out  1951  and  1952,  operating  properties  which 
it  purchased  with  the  proceeds  of  the  con¬ 
version  of  the  stock  received  in  the  second 
transaction.  The  operation  of  section  461 
(c)  (1)  and  (2)  is  as  follows: 

(1)  As  to  the  B  Corporation,  In  deter¬ 
mining  its  average  base  period  net  income 
under  Part  II  for  the  purpose  of  the  excess 
profits  tax  for  1950  and  later  excess  profits 
tax  taxable  years,  the  B  Corporation  takes 
Into  account  the  A  Corporation’s  base  period 
experience  for  1946  and  1947.  Inasmuch  as 
the  transaction  involving  the  B  Corporation 
occurred  prior  to  1948,  there  is  no  base  pe¬ 
riod  capital  addition  of  the  A  Corporation 
that  could  be  transferred  to  the  B  Corpora¬ 
tion.  See  section  464  and  §  40.464-1. 

(2)  As  to  the  A  Corporation.  In  deter¬ 
mining  its  average  base  period  net  income 
for  the  purpose  of  its  excess  profits  tax  for 
1050,  the  A  Corporation  takes  into  account 
Its  base  period  experience  for  1948  and  1949, 
but  cannot  use  its  base  period  experience  for 
1946  and  1947.  The  A  Corporation  takes  into 
account,  for  the  purpose  of  computing  its 
excess  profits  credit  for  1951,  only  four-fifths 
(the  ratio  of  the  number  of  days  in  the 
period  January  1,  1951  to  October  19,  1951, 
inclusive  (292)  over  the  number  of  days  in 
1951  (365) )  of  its  average  base  period  net 
Income  determined  without  regard  to  its 
base  period  experience  for  1946  and  1947. 
Hie  A  Corporation  also  takes  into  account 
for  such  purpose  for  1951  only  four-fifths  of 
Its  base  period  capital  addition.  See  §  40.463- 
1  for  the  computation  of  the  net  capital 
addition  or  reduction  for  1951.  However, 
such  corporation  may  be  entitled  to  compute 
its  average  base  period  net  Income  under 


section  445  as  a  new  corporation,  since  for 
the  purpose  of  that  section  a  corporation 
that  transfers  substantially  all  of  its  proper¬ 
ties  in  a  Part  II  transaction  is  deemed  not  to 
have  commenced  business  until  after  the  day 
of  such  transaction.  See  section  461  (d). 
Assuming  that  the  A  Corporation  may  qual¬ 
ify  under  section  445  as  a  new  corporation 
with  respect  to  both  Part  II  transactions  (the 
one  on  December  31,  1947,  and  the  one  on 
October  19,  1951)  it  will  compute  its  excess 
profits  credit  for  1951  by  taking  into  account 
four-fifths  of  its  excess  profits  credit  deter¬ 
mined  by  applying  section  445  as  if  it  com¬ 
menced  business  on  the  day  after  the  first 
Part  II  transaction  (and  ended  its  taxable 
year  on  October  19,  1951),  and  one-fifth  of 
its  excess  profits  credit  determined  by  apply¬ 
ing  section  445  as  if  it  commenced  busine.ss 
on  the  day  after  the  second  Part  II  transac¬ 
tion  (and  as  if  its  taxable  year  began  on 
October  20.  1951).  See  8  40.461  4  (b).  The 
A  Corporation  will  be  entitled  to  use  the 
credit  based  on  invested  capital  if  such 
credit  results  in  less  tax.  The  A  Corpora¬ 
tion  determines  its  excess  profits  credit  for 
1952,  without  regard  to  its  base  period  expe¬ 
rience,  its  base  period  capital  addition,  if 
any,  and  its  net  capital  additions  or  reduc¬ 
tions  prior  to  the  transaction  on  October  19, 
1951.  Thus,  for  the  purpose  of  section  435 
(g)  (3)  (B),  its  equity  capital  at  the  begin¬ 
ning  of  January  1,  1952,  is  compared  with  its 
equity  capital  at  the  beginning  of  October 
20,  1951. 

(3)  As  to  the  C  Corporation.  Section  461 
(c)  first  affects  the  C  Corporation  with  re¬ 
spect  to  1951.  In  determining  its  average 
base  period  net  Income  under  Part  II  for  the 
purpose  of  its  excess  profits  tax  for  that  year, 
the  C  Corporation  takes  into  account  one- 
fifth  of  the  A  Corporation’s  base  period  expe¬ 
rience  for  1948  and  1949  and  one-fifth  of  its 
base  period  capital  addition.  See  section 
462  (J)  (2)  and  §  40.462-11.  In  determining 
the  C  Corporation’s  average  base  period  net 
Income  under  Part  II  for  the  purpose  of  its 
excess  profits  tax  for  1952,  the  C  Corporation 
takes  into  account  all  of  the  A  Corporation’s 
base  period  experience  for  1948  and  1949. 
Since  the  C  Corporation  commenced  business 
before  January  1,  1946,  it  may  not  use  any 
average  base  period  net  Income  of  the  A 
Corporation  determined  under  section  445  by 
reference  to  the  first  Part  II  transaction, 
except  to  the  extent  that  such  average  base 
period  net  income  may  be  available  to  the 
C  Corporation  under  §§40.462-3  (c)  and 
40.462-11.  For  computations  by  the  C  Cor¬ 
poration  involving  the  A  Corporation’s  capi¬ 
tal  additions  and  reductions,  see  section  463, 

8  40.463-1,  section  464,  and  §  40.464-1. 

(e)  Example  of  application  of  section 
461  (c)  (3)  and  (4).  The  application  of 
the  provisions  of  section  461  (ct  (3)  and 
(4)  may  be  illustrated  by  the  following 
example : 

Example.  The  A  Corporation  and  the  B 
Corporation,  which  corporations  make  their 
income  tax  returns  on  the  calendar  year 
basis,  commenced  business  before  January 
1,  1946.  On  December  31.  1947,  the  B  Corpo¬ 
ration  acquired  part  of  the  properties  of  the 
A  Corporation  in  a  transaction  described  in 
section  461  (a)  (1)  (E).  The  A  Corporation 
subsequently  converted  into  new  properties 
the  stock  in  the  B  Corporation  which  it 
received  in  such  transaction.  It  operated 
such  new  properties,  together  with  the  re¬ 
tained  part  of  its  old  properties,  until  Octo¬ 
ber  19,  1951,  when,  in  a  transaction  described 
in  section  461  (a)  (1)  (E),  it  transferred  part 
of  its  properties  to  the  C  Corporation,  a 
corporation  created  Incident  to  the  trans¬ 
action.  The  A  Corporation  continued  in 
business  throughout  1951  and  1952.  The  op¬ 
eration  of  section  461  (3)  and  (4)  is  as 
follows: 

(1)  As  to  the  B  Corporation.  In  deter¬ 
mining  its  average  base  period  net  income 
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under  Part  II  for  the  purpose  of  the  excess 
profits  tax  for  1950  and  later  excess  profits 
tax  taxable  years,  the  B  Corporation  takes 
Into  account  that  portion  of  the  A  Corpora¬ 
tion's  base  period  experience  for  1946  and 
1047  which  is  allocable  under  section  462  (i) 
and  §  40.462-9  to  the  properties  which  the 
A  Corporation  transferred  to  the  B  Corpora¬ 
tion.  Inasmuch  as  the  transaction  involving 
the  B  Corporation  occurred  prior  to  1943, 
there  is  no  base  period  capital  addition  of  the 
A  Corixjration  that  could  be  transferred  to 
the  B  Corporation.  See  section  464  and 
§  40.464  -1. 

(2)  As  to  the  A  Corporation.  In  deter¬ 
mining  its  average  base  period  net  Income 
for  the  purpose  of  its  excess  profits  tax  for 
1950,  it  takes  into  account  its  entire  base 
period  experience  for  1948  and  19‘-19,  and  that 
portion  of  its  ba.se  period  experience  for  1946 
and  1947  which  is  allocable  under  section 
462  (i)  and  §  40  462-9  to  the  properties  re¬ 
tained  by  the  A  Corporation.  Inasmuch  as 
the  transaction  involving  the  B  Corporation 
occurred  prior  to  1948,  the  base  period  capital 
addition  of  the  A  Corporation  is  not  affected 
by  the  transaction.  The  A  Corporation 
tfkes  into  account,  for  the  purpose  of  com¬ 
puting  its  excess  profits  credit  for  1951,  the 
sum  of  the  following;  (i)  An  amount  which 
is  four-fifths  (the  ratio  of  the  number  of 
days  in  the  period  January  1,  1951,  to  Octo¬ 
ber  19,  1951,  inclusive  (292),  over  the  num¬ 
ber  of  days  in  1951  (365) )  of  its  average  base 
period  net  income  determined  without  re¬ 
gard  to  that  ixirtion  of  its  base  period  ex¬ 
perience  for  1946  and  1947  which  is  allocable 
to  the  B  Corporation,  and  (ii)  an  amount 
which  is  one-fifth  of  that  portion  of  its  av¬ 
erage  base  period  net  income  so  determined 
under  (i)  as  is  aliocable  under  section  462 
(i)  and  §  40.462-9  to  the  properties  retained 
by  the  A  Corporation.  A  similar  determina¬ 
tion  is  made  with  respect  to  the  base  period 
capital  addition  of  the  A  Corporation.  See 
§  40.463-1  for  the  computation  of  the  net 
capital  addition  or  reduction  for  1951.  The 
A  Corporation  will  be  entitled  to  use  the 
credit  based  on  invested  capital  if  such 
credit  results  in  less  tax.  The  A  Corpora¬ 
tion  determines  its  excess  profits  credit  for 
1952  without  regard  to  those  portions  of  its 
base  period  experience,  its  base  period  capital 
addition,  if  any,  and  its  capital  additions 
and  reductions  prior  to  the  transaction  on 
October  19,  1951,  as  are  allocable  to  the  B 
Corporation  or  to  the  C  Corporation.  Tlius, 
for  the  purpose  of  section  435  (g)  (3)  (B), 
proper  adjustment  shall  be  made  in  deter¬ 
mining  the  excess  of  equity  capital  at  the 
beginning  of  January  1,  1952,  over  equity 
capital  at  the  beginning  of  January  1,  1950. 

(3)  As  to  the  C  Corporation.  Section  461 
(c)  first  affects  the  C  Corporation  with  re¬ 
spect  to  1951.  In  determining  its  average 
base  period  net  i.icome  under  Part  II  for  the 
purpose  of  its  excess  profits  tax  for  that  year, 
the  C  Corporation  takes  into  account  that 
portion  of  the  A  Corporation’s  base  period 
experience  for  1946  and  1947  which  is  alloca¬ 
ble  under  section  462  (i)  and  §  40.462-9  to 
yiiose  properties  of  the  A  Corporation  which 
were  not  transferred  to  the  B  Corjxjration. 
and  which  is  allocable  to  the  properties  of 
the  A  Corporation  transferred  to  the  C  Cor¬ 
poration,  and  that  portion  of  the  A  Corpo¬ 
ration's  base  period  experience  for  1948  and 
1949  which  is  allocable  under  section  462  (i) 
and  §  40.462-9  to  the  properties  of  the  A  Cor¬ 
poration  transferred  to  the  C  Corporation. 
See  section  462  (j)  (2)  and  §  40.462-11  for 
the  rules  applicable  if  the  taxable  year  of 
the  C  Corporation  began  prior  to  October  19, 
1951,  the  date  of  the  Part  II  transaction. 
The  C  Corporation’s  average  base  period  net 
income  under  Part  II  for  the  purpose  of  its 
excess  profits  tax  for  1952,  is  similarly  deter¬ 
mined  except  that  section  462  (j)  (2)  and 
S  40.462-11  are  not  applicable.  The  C  Corpo¬ 
ration  is  not  eligible  to  compute  its  average 
base  period  net  income  under  section  4.5. 


See  sections  445  (g),  462  (g),  and  §  40.462-7. 
For  computations  by  the  C  Corporation  in¬ 
volving  the  A  Corporation’s  capital  additions 
and  reductions,  see  section  463,  §  40.463-1, 
section  464,  and  §  40.464-1. 

§  40.461-4  Existence  of  acquiring 
and  component  corporations,  (a)  An 
acquiring  corporation  is  considered,  for 
certain  purposes,  to  have  been  in  exist¬ 
ence  and  to  have  had  taxable  years  for 
any  period  during  which  it  or  any  of 
its  component  corporations  was  in  ex¬ 
istence  and  to  have  commenced  business 
on  the  earliest  date  on  which  it  or  any 
of  its  component  corporations  com¬ 
menced  business.  Except  as  otherwise 
expressly  provided  in  section  462,  the 
above  rule  applies  for  the  purpose  of 
section  435  (e)  (alternative  based  on 
growth),  section  442  (abnormalities  dur¬ 
ing  base  period),  section  443  (change  in 
products  or  services),  section  444  (in¬ 
crease  in  capacity  for  production  or 
operation),  section  445  (new  corpora¬ 
tions)  ,  and  section  446  (depressed  indus¬ 
try  subgroups).  Thus,  if  the  component 
corporation  (but  not  the  acquiring  cor¬ 
poration)  was  in  existence  and  com¬ 
menced  business  before  the  first  day  of 
the  base  period  of  the  acquiring  corpo¬ 
ration,  the  acquiring  corporation  will 
be  considered  to  have  been  in  existence 
and  to  have  commenced  business  prior 
to  such  first  day,  and  section  435  (e), 
442,  413,  444,  or  446,  but  not  section  445, 
may  (subject  to  the  rules  of  section  462) 
be  applicable  to  the  acquiring  corpora¬ 
tion.  In  the  case  of  an  acquiring  cor¬ 
poration  which  becomes  a  component 
corporation  of  another  acquiring  corpo¬ 
ration,  effect  is  given  to  the  constructive 
existence  of  the  first  acquiring  corpora¬ 
tion  in  determining  the  constructive 
existence  of  the  second  acquiring  corpo¬ 
ration.  During  the  period  of  construc¬ 
tive  existence,  the  taxable  years  of  the 
acquiring  corporation  will  be  determined 
on  the  basis  of  the  annual  accounting 
period  established  for  its  first  taxable 
year  of  actual  existence. 

(b)  Except  for  the  purpose  of  para¬ 
graph  (a)  of  this  section  a  component 
corporation  in  a  Part  II  transaction, 
other  than  a  transaction  described  in 
section  461  (a)  (1)  (E) ,  shall  be  deemed 
not  to  have  been  in  existence  or 
t(5  have  commenced  business  prior 
to  the  day  after  such  Part  II  trans¬ 
action  in  determining  the  applicability 
to  such  corporation  after  such  transac¬ 
tion  of  section  435  (e),  442,  443,  444,  445, 
or  446.  Under  this  rule,  a  component 
corporation  which  transferred  substan¬ 
tially  all  of  its  properties  in  a  Part  II 
transaction  occurring  during  or  after  its 
base  period  may  qualify  for  the  benefits 
of  section  445  as  a  new  corporation.  If 
the  taxpayer  was  a  component  corpora¬ 
tion  in  two  or  more  Part  II  transactions 
(other  than  transactions  of  a  type  de¬ 
scribed  in  section  461  (a)  (1)  (E))  occur¬ 
ring  prior  to  the  taxable  year  for  which 
the  excess  profits  credit  is  computed, 
then  for  the  purpose  of  determining  the 
applicability  of  section  435  (e),  442,  443, 
444,  445,  or  446,  the  component  corpora¬ 
tion  shall  be  deemed  not  to  have  been  in 
existence  nor  to  have  commenced  busi¬ 
ness  prior  to  the  day  after  the  last  such 
Part  II  transaction.  If  the  Part  II 
transaction  occurs  during  a  taxable  year 


ending  after  June  30,  1950,  and  If  the 
component  corporation  is  entitled  to  ap¬ 
ply  section  445  as  if  it  began  existence 
and  commenced  business  on  the  day 
after  such  transaction,  the  excess  profits 
credit  of  the  component  corporation  for 
such  taxable  year  (if  determined  with 
such  application  of  section  445)  shall  be 
the  sum  of  the  following  amounts  of 
excess  profits  credit,  each  such  amount 
being  first  reduced  to  an  amount  which 
is  such  portion  thereof  as  the  number  of 
days  in  the  period  for  which  such  credit 
is  computed  is  of  the  number  of  days  in 
the  taxable  year  in  which  the  transaction 
occurred : 

(1)  The  excess  profits  credit  deter¬ 
mined  as  if  the  portion  of  the  taxable 
year  ending  on  the  date  of  such  trans¬ 
action  were  a  taxable  year,  and  deter¬ 
mined  without  regard  to  such  application 
of  section  445  (but  with  regard  to  any 
similar  application  of  section  445  in  re¬ 
spect  to  a  previous  Part  II  transaction) ; 
and 

(2)  The  excess  profits  credit  deter¬ 
mined  with  such  application  of  section 
445  as  if  the  portion  of  the  taxable  year 
after  the  day  of  the  transaction  were  a 
taxable  year. 

§  40.461-5  Partnerships  and  *  sole 
proprietorships  under  Part  II.  A  part¬ 
nership  (or  a  business  owned  by  a  sole 
proprietorship)  can  be  a  component 
corporation  in  certain  types  of  Part  II 
transactions.  A  partnership  may  be  a 
component  corporation  only  in  a  section 
461  (a)  (1)  (D)  or  (E)  type  transaction. 
See  section  461  (b)  (5)  and  (6)  and 
§  40.461-2  (a)  (4)  and  (5).  A  business 
owned  by  a  sole  proprietorship  can  be  a 
component  corporation  only  in  a  section 
461  (a)  (1)  (D)  type  transaction.  See 
section  461  (f).  A  partnership  (or  a 
business  owned  by  a  sole  proprietorship) 
cannot  be  an  acquiring  corporation  and, 
therefore,  the  base  period  experience  of 
any  predecessor  of  a  partnership  (or  a 
business  owned  by  a  sole  proprietorship) 
is  not  made  available  to  the  acquiring 
corporation  of  which  such  parnership 
(or  such  business)  is  a  component 
corporation. 

§  40.461-6  Component  corporation 
which  was  an  acquiring  corporation  in  a 
pretious  transaction.  Section  40.462-1 
(a)  provides  the  method  by  which  an 
acquiring  corporation,  in  a  transaction 
described  in  Part  II,  determines  its  av¬ 
erage  base  period  net  income  under  sec¬ 
tion  435  (c)  for  the  purpose  of  the  excess 
profits  credit  based  on  income.  In  the 
event  that  such  an  acquiring  corporation 
becomes  a  component  corporation  in  a 
subsequent  Part  II  transaction,  the  rules 
set  forth  in  section  462  (a)  and  in 
§  40.462-1  (a)  are  subject  to  the  pro¬ 
visions  of  section  461  (e)  which  section 
provides  that,  for  the  purpose  of  such 
subsequent  Part  II  transaction — 

(a)  The  average  base  period  net  in¬ 
come  of  such  corporation  is  to  be  deter¬ 
mined  under  section  435  (d) ,  section  435 
(e) ,  or  section  442  (c) ,  with  the  applica¬ 
tion  to  the  previous  transaction  of  sec¬ 
tion  462  (b)  and  of  section  462  (c)  or  (d) 
(where  applicable),  and 

(b)  The  average  base  period  net  in¬ 
come  of  such  corporation  is  to  be  deter¬ 
mined  under  section  442  (d) .  section  443, 
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section  444,  section  445,  or  section  446, 
with  the  application  to  the  previous 
transaction  of  section  462  (d),  (e),  (f), 
(g),or  (h)  (where  applicable). 

For  rules  relating  to  the  constructive 
existence  of  such  corporation  in  certain 
cases,  see  §  40.461-4.  For  the  purpose  of 
the  regulations  under  Part  II,  where  a 
corporation  created  incident  to  a  previ¬ 
ous  Part  II  transaction  is  a  party  to  a 
subsequent  Part  II  transaction,  such  cor¬ 
poration  shall,  with  respect  to  the  sub¬ 
sequent  transaction,  be  treated  in  the 
same  manner  as  if  its  actual  existence 
corresponded  to  that  of  its  most  recently 
organized  component  corporation. 

§  40.461-7  Provisions  generally  appli~ 
cable  under  Part  II — (a)  Definition  of 
“base  period  experience".  As  used  in 
the  regulations  under  Part  II,  the  term 
*‘base  period  experience”  refers  to  the 
excess  profits  net  income,  to  the  average 
base  period  net  income  if  computed 
under  section  442,  443,  444,  445,  or  446, 
and  to  any  factor  entering  into  the 
determination  of  an  average  base  period 
net  income. 

(b)  Application  of  Part  II  in  certain 
types  of  transactions  described  in  section 
461  (a)  (1)  (E).  In  the  case  of  a  Part 
II  transaction  described  in  section  461 
(a)  (1)  (E)  which  involves — 

(1)  A  transfer  by  a  component  cor¬ 
poration  to  an  acquiring  corporation 
which  was  not  created  incident  to  the 
transaction,  or 

(2)  A  transfer  to  an  acquiring  corpo¬ 
ration,  whether  or  not  the  acquiring 
corporation  was  created  incident  to  the 
transaction,  of  properties  by  more  than 
one  component  corporation,  where  one 
or  more  of  such  component  corporations 
transferred  less  than  substantially  all  of 
its  properties,  the  acquiring  corporation 
shall  compute  its  excess  profits  credit 
under  Part  II  as  though  each  component 
corporation  in  any  such  transaction 
which  transferred  less  than  substantially 
all  of  its  properties  had  transferred 
those  properties  to  a  corporation  created 
incident  to  the  transaction  in  a  trans¬ 
action  described  in  section  461  (a)  (1) 
(E)  and  such  corporation  had  imme¬ 
diately  thereafter  transferred  all  of  such 
properties  to  the  acquiring  corporation 
in  a  Part  II  transaction  other  than  a 
transaction  described  in  section  461  (a) 
(1)  (E).  See  section  461  (e),  relating  to 
component  corporations  which  were  ac¬ 
quiring  corporations  in  a  previous  Part 
II  transaction. 

(c)  Excess  profits  credit  of  component 
corporations  in  Part  II  transactions  de¬ 
scribed  in  section  461  (a)  (I)  (E) — (1) 
In  general.  The  excess  profits  credit  of 
a  component  corporation  in  a  trans¬ 
action  described  in  section  461  (a)  (1) 
(E)  shall  be  determined  under  Part  II, 
for  taxable  years  ending  after  the  day 
of  such  transaction,  in  the  same  manner 
as  though  (in  such  transaction)  such 
component  corporation  were  an  acquir¬ 
ing  corporation  in  a  transaction  de¬ 
scribed  in  section  461  (a)  (1)  (E),  and 
as  though  it  had  received  in  that  trans¬ 
action  the  properties  which  it  in  fact 
retained. 

(2)  Special  rule.  For  the  purpose  of 
applying  section  435  (f)  and  (g)  (relat¬ 
ing  fc>  capital  changes)  in  the  case  of  a 
No.  159 - 3 


component  corporation  which  continues 
in  existence  after  a  Part  II  transaction 
described  in  section  461  (a)  (1)  (E),the 
consideration  received  by  such  compo¬ 
nent  corporation  in  such  transaction 
shall  be  considered  as  having  been  held 
by  it  at  all  such  times  prior  to  the  trans¬ 
action  as  are  taken  into  account  under 
section  435  (f)  and  (g).  For  example, 
in  computing  the  adjustment  with  re¬ 
spect  to  inadmissible  assets  or,  if  appli¬ 
cable,  stock  in  a  member  of  a  controlled 
group,  the  stock  in  an  acquiring  corpora¬ 
tion  received  by  the  component  corpora¬ 
tion  in  the  transaction  will,  for  the  pur¬ 
pose  of  section  435  (g) ,  be  deemed  to  have 
been  held  by  the  component  corporation 
on  the  first  day  of  its  first  taxable  year 
ending  after  June  30,  1950,  if  the  trans¬ 
action  takes  place  after  the  beginning  of 
such  taxable  year. 

Par.  2.  There  is  inserted  immediately 
after  section  462,  the  following: 

§  40.462-1  General  rules  for  determin¬ 
ing  average  base  period  net  income  of  an 
acquiring  corporation — (a)  Introduc¬ 
tory.  (1)  In  the  case  of  an  acquiring 
corporation,  its  average  base  period  net 
income,  for  the  purpose  of  the  excess 
profits  credit  based  on  income,  computed 
under  the  general  average  method  (sec¬ 
tion  435  (d)),  may  be  determined  by 
computing  its  excess  profits  net  income 
either  with  or  without  reference  to  sec¬ 
tion  462  (b)  of  Part  II,  whichever  re¬ 
sults  in  the  lesser  excess  profits  tax. 
If  computed  without  reference  to  section 
462  (b),  the  excess  profits  net  income  of 
the  acquiring  corporation  is  computed 
with  reference  to  its  base  period  experi¬ 
ence  but  without  reference  to  the  base 
period  experience  of  its  component  cor¬ 
porations.  If  computed  with  reference 
to  section  462  (b),  the  excess  profits  net 
income  of  the  acquiring  corporation 
shall  be  the  excess  profits  net  income  or 
deficit  in  excess  profits  net  income  for 
each  month  of  the^  acquiring  corpora¬ 
tion’s  base  period  (as  defined  in  section 
435  (b)),  increased  or  "decreased,  as  the 
case  may  be,  by  the  addition  or  reduction 
resulting  from  including  the  excess 
profits  net  income  or  deficit  in  excess 
profits  net  income  for  that  month  of  all 
component  corporations  in  the  manner 
provided  in  section  462  (b). 

(2)  In  the  case  of  an  acquiring  cor¬ 
poration,  its  average  base  period  net 
income,  for  the  purpose  of  the  excess 
profits  credit  based  on  income,  computed 
under  the  alternative  based  on  growth 
(section  435  (e)),  may  be  determined, 
subject  to  the  rules  provided  in  section 
462  (c),  by  computing  its  excess  profits 
net  income  either  with  or  without  ref¬ 
erence  to  section  462  (b)  of  Part  II, 
whichever  results  in  the  lesser  excess 
profits  tax.  Under  section  462  (c),  the 
acquiring  corporation’s  eligibility  to  use 
the  grow'th  alternative  may  be  deter¬ 
mined,  in  certain  instances,  with  ref¬ 
erence  to  its  base  period  experience  and 
either  with  or  without  reference  to  the 
base  period  experience  of  its  component 
corporations.  In  other  circumstances, 
it  must  be  determined  with  reference  to 
the  base  period  experience  of  its  com¬ 
ponent  corporations  See  §  40.462-2. 

(3)  In  the  case  of  an  acquiring  corpo¬ 
ration,  its  average  base  period  net  in¬ 


come  for  the  purpose  of  the  excess  profits 
credit  based  on  income,  computed  under 
section  442  (c)  (abnormalities  in  the  base 
period  adversely  affecting  not  more  than 
12  months) ,  may  be  determined,  subject 
to  the  rules  provided  in  section  462  (d), 
by  computing  its  excess  profits  net  in¬ 
come  either  with  or  without  reference 
to  section  462  (b)  of  Part  II.  whichever 
results  in  the  lesser  excess  profits  tax. 
Under  section  462  (d) ,  the  acquiring  cor¬ 
poration’s  eligibility  to  compute  its  aver¬ 
age  base  period  net  income  under  section 
442  (c)  may  be  determined,  in  certain 
instances,  with  reference  to  its  base  pe¬ 
riod  experience  and  either  with  or  with¬ 
out  reference  to  the  base  period  experi¬ 
ence  of  its  component  corporations.  In 
other  circumstances,  it  must  be  deter¬ 
mined  with  reference  to  the  base  period 
experience  of  its  component  corpora¬ 
tions.  See  §  40.462-4. 

(4)  In  the  case  of  an  acquiring  cor¬ 
poration,  its  average  base  period  net  in¬ 
come.  for  the  purpose  of  the  excess 
profits  credit  based  on  income,  computed 
under  section  442  (d)  (abnormalities  in 
the  base  period  adversely  affecting  more 
than  12  months),  section  443  (change  in 
products  or  services),  section  444  (in¬ 
crease  in  capacity  for  production  ori 
operation),  section  445  (new  corpora¬ 
tions)  ,  or  section  446  (depressed  industry 
subgroups),  shall  be  determined  undey 
the  rules  set  forth  in  section  462  (d) ,  (e) , 
(f).  (g)  or  (h).  See  §§  40.462-8. 

(b)  Method  of  recomputation  of  ex¬ 
cess  profits  net  income  of  acquiring  cor¬ 
poration  with  reference  to  that  of  its 
component  corporations — (1)  In  general. 
The  foliowring  steps  are  required  for  the 
recomputation  of  the  excess  profits  net 
income  of  the  acquiring  corporation  with 
reference  to  the  base  period  experience 
of  its  component  corporations: 

(i)  The  excess  profits  net  income  (or 
deficit  in  excess  profits  net  income)  for 
each  month  in  the  base  period  of  the 
acquiring  corporation,  and,  for  the  pur¬ 
pose  of  section  435  (e)  (2)  (E)  and  (G), 
for  each  month  in  the  additional  period 
ending  June  30, 1950,  must  be  determined 
for  the  acquiring  corporation  and  for 
each  component  corporation.  Except  as 
provided  below  with  respect  to  the  tax¬ 
able  year  of  the  component  corporation 
in  which  the  Part  II  transaction  occurs, 
the  excess  profits  net  income  (or  deficit 
in  excess  profits  net  income)  of  any 
corporation  for  any  month  during  any  • 
part  of  which  that  corporation  was  ac¬ 
tually  in  existence  (or  constructively  in 
existence  by  reason  of  a  previous  Part  II 
transaction)  is  determined  by  dividing 
the  excess  profits  net  income  computed 
under  section  433  (b)  (or  deficit  in  ex¬ 
cess  profits  net  income  computed  under 
section  433  (c))  for  the  taxable  year  of 
that  corporation  in  which  such  month 
falls  by  the  number  of  full  calendar 
months  in  such  taxable  year,  and,  in  the 
case  of  a  transaction  described  in  section 
461  (a)  (1)  (E),  by  taking  the  portion 
thereof  properly  allocable  to  the  prop¬ 
erties  transferred.  In  the  case  of  the 
taxable  year  of  the  component  corpo¬ 
ration  in  which  the  Part  II  transaction 
occurs,  the  excess  profits  net  income  (or 
d.eficit  in  excess  profits  net  income)  for 
any  month  in  such  taxable  year  shall  be 
'determined  under  the  rules  provided  in 
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5  40.461-3  (c),  and,  In  the  case  of  a 
transaction  described  in  section  461  (a) 

(1)  (E),  by  taking  the  portion  thereof 
properly  allocable  to  the  properties 
transferred.  The  excess  profits  net  in¬ 
come  of  any  corporation  for  any  month 
during  no  part  of  which  such  corporation 
was  actually  in  existence  (or  construc¬ 
tively  in  existence  by  reason  of  a  pre¬ 
vious  Part  II  transaction)  shall  be  zero, 
except  as  provided  in  subdivision  (ii) 
of  this  subparagraph.  If  any  corpora¬ 
tion  was  an  acquiring  corporation  in  a 
previous  Part  II  transaction,  its  excess 
profits  net  income  for  any  month  prior 
to  such  transaction  shall  be  its  excess 
profits  net  income  for  such  month  re¬ 
computed  under  section  462  (b)  by 
reference  to  such  previous  Part  II  trans¬ 
action.  For  the  purpose  of  section  435 
(e)  (2)  (E)  and  (G),  the  excess  profits 
net  income  or  deficit  in  excess  profits 
net  income  is  subject  to  the  percentages 
specified  in  section  435  (e)  (2)  (E). 

(ii)  If  the  acquiring  corporation  was 
In  existence  (either  actually  in  exist¬ 
ence  or,  under  section  461  (d),  construc¬ 
tively  in  existence  through  a  component 
corporation)  at  the  beginning  of  its  base 
period,  the  excess  profits  net  income  for 
each  month  prior  to  the  Part  II  transac¬ 
tion,  during  all  of  which  either  the 
acquiring  corporation  or  any  component 
corporation  was  not  actually  in  exist¬ 
ence,  is  computed  for  such  acquiring  or 
component  corporation  under  this  sub- 
paragraph.  The  excess  profits  net 
income  for  any  such  month  shall  be 

I  percent  of  such  corporation’s  equity 
capital  (as  defined  in  section  437  (c) 
and  §  40.437-5) ,  reduced  by  an  amount 
determined  under  the  inadmissible  asset 
ratio  (computed  under  section  440  (b) 
and  §  40.440-1),  both  determined  as  of 
the  close  of  the  day  before  the  Part  II 
transaction  occurred,  or  at  the  close  of 
the  base  period  of  such  corporation, 
whichever  date  is  earlier.  See  example, 

§  40.462-1  (c>.  There  is  no  such  deter¬ 
mination  for  any  month  after  the  Part 

II  transaction.  For  adjustments  to 
equity  capital,  see  §  40.462-1  (b)  (3). 

(iii)  For  each  month  of  the  acquiring 
corporation’s  base  period,  and,  for  the 
purpose  of  section  435  (e)  (2)  (E)  and 
(G),  for  each  month  thereafter  for  the 
period  ending  June  30,  1950,  the  excess 
profits  net  income  or  deficit  in  excess 
profits  net  income  of  the  acquiring  cor¬ 
poration  for  that  month,  as  determined 
under  subdivisions  (i)  and  (ii)  of  this 
subparagraph  shall  be  increased  or  de¬ 
creased,  as  the  case  may  be,  by  the  excess 
profits  net  income  or  deficit  in  excess 
profits  net  income  of  each  component 
corporation  for  that  month  so  deter¬ 
mined  ;  except  that,  if  the  acquiring  cor- 
oration  acquires  only  a  part  of  the 
component  corporation’s  properties  in  a 
transaction  described  in  section  461  (a> 
(1)  (E),  then  the  increase  or  decrease 
shall  be  made  for  only  that  portion  of 
such  component  corporation’s  excess 
profits  net  income  or  deficit  in  excess 
profits  net  income  as  is  allocable  under 
section  462  (i)  and  §  40.462-9  to  the 
properties  of  the  component  corporation 
transferred  to  the  acquiring  corporation. 
The  excess  profits  net  income  of  the  ac¬ 


quiring  corporation  for  any  month,  re¬ 
computed  as  provided  in  the  previous 
sentence,  shall  in  no  event  be  less  than 
zero.  All  component  corporations  must 
be  taken  into  consideration  in  making 
the  recomputation  of  the  excess  profits 
net  income  of  the  acquiring  corporation. 
In  the  case  of  a  component  corporation 
which  does  not  terminate  its  existence  in 
connection  with  the  Part  II  transaction, 
its  excess  profits  net  income  or  deficit  in 
excess  profits  net  income  for  any  month 
or  part  thereof  after  such  transaction 
shall  not  be  taken  into  account  by  the 
acquiring  corporation  in  recomputing  its 
excess  profits  net  income  for  such  month. 
See  section  461  (c)  and  §  40.461-3  (b) 
(5). 

(2)  Special  rules  for  partnerships  and 
sole  proprietorships.  In  the  case  of  a 
component  corporation  which  is  a  part¬ 
nership  or  a  business  owned  by  a  sole 
proprietorship  (see  §  40.461-5) ,  its  excess 
profits  net  income  or  deficit  in  excess 
profits  net  income  for  each  month  falling 
within  the  acquiring  corporation’s  base 
period,  and,  for  the  purpose  of  section 
435  (e)  (2)  (E)  and  (G),  for  each  month 
thereafter  for  the  period  ending  June  30, 
1950,  shall  be  determined  as  though  such 
partnership  or  such  business  owned  by 
a  sole  proprietorship  had  been  a  corpo¬ 
ration.  See  section  462  (k) .  Among  the 
adjustments  which  are  necessary  in  such 
a  case  are  the  following: 

(i)  A  reasonable  deduction  for  salary 
or  compensation- to  each  partner  or  to 
the  sole  proprietor  for  personal  services 
actually  rendered  shall  be  allowed; 

(ii)  The  credit  for  dividends  received 
shall  be  that  applicable  to  corporation; 

(iii)  The  treatment  of  capital  gains 
and  losses  and  of  taxes  (whether  state, 
local,  or  other)  shall  be  that  applicable 
to  corporations; 

(iv)  The  deduction  for  charitable  con¬ 
tributions  shall  be  that  allowed  by  sec¬ 
tion  23  (q). 

(3)  Limitations.  The  determination 
under  subparagraph  (1)  (ii)  of  this 
paragraph,  of  excess  profits  net  income 
computed  at  1  percent  of  equity  capital 
(hereinafter  referred  to  as  “constructive 
income’’)  for  any  month  during  no  part 
of  which  the  corporation  was  in  existence 
(hereinafter  referred  to  as  a  “vacant 
month’’)  is  subject  to  each  of  the  follow¬ 
ing  limitations: 

(i)  Section  462  (b)  (2)  provides  for 
an  adjustment  to  prevent  duplication  in 
determining  the  equity  capital  factor,  1 
percent  of  which  is  allowed  as  the  excess 
profits  net  income.  The  cases  generally 
covered  by  this  limitation  are  those  in 
which  there  was  cross-ownership  of 
stock  between  corporations  prior  to  the 
Part  n  transaction,  but  it  also  covers 
cases  where  property  or  stock  of  one  cor¬ 
poration  has  been  transferred  to  another 
corporation  as  paid-in  surplus  or  as  a 
contribution  to  capital.  As  such,  the 
primary  purpose  of  this  limitation  is  to 
prevent  doubling  up  on  the  factor  of 
equity  capital  upon  which  the  construc¬ 
tive  income  allowed  under  section  462 
(b)  (2)  is  computed.  Briefly  stated,  the 
limitation  under  section  462  (b)  (2) 
provides  that  in  case  either  the  ac¬ 
quiring  corporation  or  any  component 
corporation  owned  stock  in  any  other 


such  corporation  on  the  day  for  which 
the  equity  capital  factor  is  determined, 
then  such  equity  capital  factor,  upon 
which  the  constructive  income  allowed 
under  section  462  (b)  (2)  with  respect 
to  vacant  months  of  such  corporations 
is  computed,  shall  be  adjusted  to  such 
extent  as  may  be  necessary  to  prevent 
such  constructive  income  from  reflecting 
money  or  property  paid  in  by  either  of 
such  corporations  to  the  other  for  stock 
or  as  paid-in  surplus  or  as  a  contribu¬ 
tion  to  capital,  or  from  reflecting  stock 
of  either  paid  in  for  stock  of  the  other 
or  as  paid-in  surplus  or  as  a  contribu¬ 
tion  to  capital.  For  this  purpose,  stock 
in  either  such  corporation  which  has  in 
the  hands  of  the  other  corporation  a 
basis  determined  with  reference  to  the 
basis  of  stock  previously  acquired  by  the 
Issuance  of  such  other  corporation’s 
own  stock  shall  be  deemed  to  have  been 
paid  in  for  the  stock  of  such  other  cor¬ 
poration.  The  following  example  illus¬ 
trates  the  nature  of  the  adjustment  to 
be  made  in  cases  to  which  this  limita¬ 
tion  under  section  462  (b)  (2)  applies: 

Example.  The  A  Corp>oration,  the  B  Cor¬ 
poration,  and  the  C  Corporation  make  their 
Income  tax  returns  on  the  calendar  year 
basis.  The  A  Corporation  was  in  existence 
and  commenced  business  prior  to  January  1, 
1946.  The  B  Corporation  came  into  existence 
on  January  1,  1948.  The  C  Corporation  came 
into  existence  on  December  31,  1948,  and  on 
that  day  it  issued  all  of  its  capital  stock 
to  the  B  Corporation  for  cash  of  the  latter. 
The  B  Corporation  held  this  stock  continu¬ 
ously  until  January  15,  1950,  at  which  time 
it  acquired  all  of  the  properties  of  the  A 
Corporation  and  the  C  Corporation  in  a 
transaction  described  in  section  461  (a). 
Both  the  B  Corporation  and  the  C  Corpora¬ 
tion  are  entitled  under  section  462  (b)  (2) 
to  a  constructive  Income  for  each  of  the 
months  in  the  calendar  years  1946  and  1947, 
and  the  C  Corporation  is  entitled  to  a  con¬ 
structive  income  for  each  of  the  first  11 
months  in  the  year  1948.  The  constructive 
Income  for  each  such  corporation  is  for  each 
vacant  month  an  amount  equal  to  1  percent 
of  the  equity  capital  of  such  corporation 
determined  as  of  the  close  of  December  31, 
1949,  such  equity  capital  being  reduced  by 
an  amount  which  is  the  same  percentage 
of  such  equity  capital  as  the  percentage 
which  the  total  of  the  adjusted  bases  of  the 
Inadmissible  assets  held  by  such  corporation 
at  the  close  of  such  day  is  of  the  total  of 
the  adjusted  bases  of  the  admissible  and 
Inadmissible  assets  held  at  the  close  of  such 
day.  In  the  case  of  the  reduction  for  the 
B  Corporation  with  respect  to  Inadmissible 
assets,  if  the  amount  of  such  reduction  at¬ 
tributable  to  the  stock  in  the  C  Corporation 
is  an  amount  which  is  less  than  the  adjusted 
basis  of  such  stock  in  the  hands  of  the  B 
Corporation  at  the  close  of  December  31, 
1949,  a  further  adjustment  must  be  made 
to  the  B  Corporation’s  equity  capital  in 
order  to  eliminate  duplication  of  the  same 
equity  capital.  Assuming  that  the  adjusted 
basis  of  the  C  Corporation’s  stock  in  the 
hands  of  the  B  Corporation  is  $50,000;  that 
on  December  31,  1949,  the  B  Corporation 
owned  shares  in  other  domestic  corporations 
having  an  adjusted  basis  of  $10,000;  that  the 
B  Corporation’s  equity  capital  at  the  close 
of  December  31,  1949,  is  $450,000;  and  that 
the  total  of  the  adjusted  bases  of  the  admis¬ 
sible  and  inadmissible  assets  of  the  B  Cor¬ 
poration  at  the  close  of  December  31,  1949. 
Is  $600,000,  the  computation  of  the  adjust¬ 
ment  required  under  section  462  (b)  (2)  oe- 
cause  of  the  ownership  by  the  B  Corporation 
of  stock  in  the  C  Corporation  may  be  illus¬ 
trated  as  follows: 
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(A)  Total  inadmissible  assets _ $60,000 

(B)  Total  admissible  and  inadmis¬ 
sible  assets _  600,  000 

(C)  Percentage  which  the  total  in¬ 
admissible  assets  is  of  total  admis¬ 
sible  and  inadmissible  assets 

(percent)—  10 

(D)  Equity  capital _  450,000 

(E)  Amount  of  reduction  in  equity 
capital  for  Inadmissible  assets — 

10  percent  of  item  (D) _  45,  000 

(F)  Reduction  in  equity  capital 
attributable  to  the  stock  in  the  C 

Corporation  X  45,000^ _  37,  500 

^  \  60,000  J 

(G)  Basis  of  the  C  Corporation’s 

stock _  50,  000 

(H)  Additional  adjustment  to  be 
made  in  equity  capital  in  order  to 
arrive  at  the  equity  capital  under 
section  462  (b)  (2)  upon  which 
constructive  Income  is  computed-  12,  500 

(I)  Equity  capital _  450,000 

Adjustment  for  inadmissible  as¬ 


sets  (item  (E)  above) _ $15,000 

Adjustment  under  section 
462  (b)  (2)  (item  (H) 

above) _  12,500 

-  57, 500 

(J)  Equity  capital  as  adjusted  un¬ 
der  section  462  (b)  (2)  upon 

which  constructive  income  is  com¬ 
puted  _ - _  392, 500 

(ii)  Section  462  (j)  (1)  may  require 
the  exclusion  of  all  or  a  part  of  the  con¬ 
structive  income  of  a  component  cor¬ 
poration  which  is  determined  under  sec¬ 
tion  462  (b)  (2)  for  vacant  months,  if 
the  acquiring  corporation  (or  any  cor¬ 
poration  which  later  became  a  compon¬ 
ent  corporation  of  the  acquiring 
corporation)  acquired  for  assets  (other 
than  its  own  stock)  the  stock  of  such 
component  corporation.  See  §  40.462- 
10.  The  adjustment  necessary  under 
section  462  (j)  (1)  where  constructive 
income  for  vacant  months  would  other¬ 
wise  be  determined  under  section  462 
(b)  (2)  is  illustrated  by  the  following 
example : 

Example.  The  A  Corporation  was  in 
existence  and  commenced  business  prior  to 
January  1,  1946.  The  B  Corporation  came 
into  existence  on  January  1,  1947.  Both 
corporations  make  their  Income  tax  returns 
on  the  calendar  year  basis.  The  A  Corpora¬ 
tion  sold  certain  assets  for  cash,  and  on 
January  1,  1948,  it  used  such  cash  to  pur¬ 
chase  all  of  the  stock  of  the  B  Corporation 
from  the  latter’s  stockholders.  On  Decem¬ 
ber  31,  1950,  the  A  Corporation  acquired  all 
of  the  properties  of  the  B  Corporation  in  a 
Part  II  transaction.  By  reason  of  section 
462  (j)  (1),  the  base  period  experience  of  the 
B  Corporation  prior  to  January  1,  1948,  is  to 
be  excluded  and,  therefore,  no  ^Constructive 
Income  need  be  determined  for  the  B  cor¬ 
poration  for  the  year  1946. 

(c)  General  average  method.  The 
computation  of  the  average  base  period 
net  income  of  an  acquiring  corporation, 
determined  under  the  general  average 
method  of  section  435  (d)  by  computing 
the  excess  profits  net  income  with  refer¬ 
ence  to  section  462  (b),  may  be  illus¬ 
trated  by  the  following  example: 

Example.  The  A  Corporation  came  into 
existence  and  commenced  business  prior  to 
January  1,  1946.  ’The  B  Corporation  and  the 
C  Corporation  each  came  into  existence  on 
January  1,  1947.  The  A  Corporation,  the  B 
Corporation,  and  the  C  Corporation  each 
makes  its  Income  tax  returns  on  the  calendar 
year  basis.  The  A  Corporation  acquired  all 
of  the  properties  of  the  B  Corporation  and 


of  the  C  Corporation  in  a  Part  n  transaction 
on  January  1,  1949.  The  B  Corporation  and 
the  C  Corporation  each  had  equity  capital  of 
$100,000  at  the  close  of  December  31,  1948 
(the  day  before  the  Part  II  transaction). 
The  excess  profits  net  Income  for  each  of  the 
corporations  for  the  base  period  taxable  years 
is  as  follows: 

Excess  Profits  Net  Into  me 


For  taxable  year— 


1946 

1947 

1948 

1949 

A  Corporation.... 

B  Corporation _ 

C  Corporation.... 

-$36,000 

0 

0 

$48,000 

-24,lXX» 

12,000 

$60,000 
24.  (KX) 
24,000 

$108,000 

The  excess  profits  net  income  for  each 
month  in  such  taxable  years  is  as  follows: 
Excess  Profits  Net  Income 


For  each  month  in  calendar  year— 


1946 

1947 

1948 

1949 

A  Corporation _ 

B  Corporation . 

C  Corporation 

-$3,000 
*1,000 
*  1,000 

$1,000 

-2,000 

1,000 

$.1,000 

2,000 

2,000 

$9,000 

Total . 

-1,000 

3,000 

9,000 

9,000 

>  Constructive  income  computed  under  section  462  (h) 
(2).  See  paragraph  (b)  (1)  (ii)  of  this  section. 

The  excess  profits  net  Income  of  the  A  Cor¬ 
poration  for  each  month  as  recomputed  un¬ 
der  section  462  (b)  is  the  total  excess  profits 
net  income  for  that  month,  as  shown  in  the 
above  table,  except  that,  for  each  month 
in  1946,  the  recomputed  excess  profits  net 
Income  is  Increased  to  zero.  Since  the  36 
consecutive  months  in  the  years  1947,  1948, 
and  1949  have  the  highest  aggregate  excess 
profits  net  Income,  the  average  base  period 
net  income  is  such  aggregate  excess  profits 
net  income  divided  by  3.  ’The  average  base 
period  net  income  of  the  A  Corporation,  re¬ 
computed  under  section  462  (b),  is  $84,000, 
determined  as  follows: 


Aggregate  for  months  in  1947 

( 12  X $3,000)  . . $36,000 

Aggregate  for  months  in  1948 

( 12  X  $9,000) _ 108,000 

Aggregate  for  months  in  1949 

(12  X  $9,000) .  108,000 

Aggregate  for  36  months _  252,  000 

Aggregate  divided  by  3 _  84, 000 


This  figure,  subject  to  the  percentage  pre¬ 
scribed  in  section  435  (a) ,  may  be  used  by  the 
A  Corporation  in  computing  its  excess  profits 
credit  based  on  Income  for  the  purpose  of 
determining  its  excess  profits  tax  for  1950 
and  future  excess  profits  tax  taxable  years. 

§  40.462-2  Alternative  average  base 
period  net  income  based  on  growth — (a) 
In  general.  Section  462  (c)  deals  with 
the  effect  of  a  Part  II  transaction  upon 
the  right  of  an  acquiring  corporation 
to  the  use  of  the  growth  alternative  pro¬ 
vided  in  section  435  (e).  See  §  40.462-1 
(a)  (2).  The  rules  for  appljdng  section 
435  (e)  In  the  case  of  a  party  to  a  Part 
II  transaction  may  differ,  depending 
upon  whether  eligibility  under  section 
435  (e)  (1)  (A)  or  under  section  435  (e) 
(1)  (B)  is  involved,  whether  the  Part 
n  transaction  is  of  a  type  described 
in  section  461  (a)  (1)  (E),  whether  the 
acquiring  corporation  actually  or  con¬ 
structively  through  a  component  corpo¬ 
ration  commenced  business  prior  to  the 
beginning  of  its  base  period,  whether  the 
acquiring  corporation  determines  its  ex¬ 


cess  profits  net  income  with  reference 
to  the  recomputation  provided  in  section 
462  (b),  and  W’hether  the  transaction 
occurs  prior  to  or  after  certain  dates. 

(b)  Part  II  transactions  other  than  a 
a  transaction  described  in  section  461 

(a)  (f )  (E) — (1)  Alternative  under  sec~ 
tion  435  (e)  (f)  (.A),  (i)  In  the  case 
of  a  Part  II  transaction  other  than  a 
transaction  described  in  section  461  (a) 
(1)  (E),  section  462  (c)  provides  that 
an  acquiring  corporation  shal  be  entitled 
to  the  use  of  an  alternative  average 
base  period  net  income  under  section 
435  (e)  (1)  (A),  relating  to  growth, 
only — 

(a)  If  the  Part  II  transaction  occurs 
after  June  30,  1950,  if  such  acquiring 
corporation  was  entitled  under  section 
435  (e)  (1)  (A)  to  the  use  of  an  alter¬ 
native  average  base  period  net  income 
based  on  growth  immediately  prior  to 
the  date  of  the  Part  n  transaction,  and 
if  the  acquiring  corporation  determines 
its  excess  profits  net  income  without  ref¬ 
erence  to  the  recomputation  provided  in 
section  462  (b) ;  or 

(b)  Regardless  of  the  date  on  which 
the  Part  II  transaction  occurs,  if  the 
acquiring  corporation  (other  than  a 
corporation  created  incident  to  such 
transaction)  and  all  the  component  cor¬ 
porations  actually  commenced  business 
prior  to  the  beginning  of  the  acquiring 
corporation’s  base  period,  if  the  acquir¬ 
ing  corporation  recomputes  its  excess 
profits  net  income  under  section  462  (b) , 
and  if  the  acquiring  corporation  quali¬ 
fies  under  the  rules  of  section  435  (e) 
(1)  (A)  after  applying  the  rules  set 
forth  in  subdivision  (ii)  of  this  sub- 
paragraph. 

(ii)  For  the  purpose  of  subdivision  (i) 

(b)  of  this  subparagraph,  the  acquiring 

corporation  shall  combine  its  total  assets 
on  the  date  specified  in  section  435  (e) 
(1)  (A)  (i)  with  the  total  assets  of  each 
component  corporation  on  such  date 
(the  total  assets  of  each  such  corpora¬ 
tion  being  determined  under  that  sec¬ 
tion),  and  it  shall  combine  with  its  total 
payroll  and  its  total  gross  receipts  for 
that  portion  of  its  base  period  which 
preceded  such  transaction  the  total  pay¬ 
roll  and  total  gross  receipts  of  each  such 
component  corporation  for  that  portion 
of  such  period.  The  allocation  of  pay¬ 
roll  and  gross  receipts  of  a  component 
corporation  for  its  taxable  year  to  any 
such  portion  of  such  period  shall  be 
made  in  accordance  with  the  rules  pro¬ 
vided  in  section  435  (e)  (4)  and  (5)  sub¬ 
ject,  for  the  taxable  year  of  the  trans¬ 
action,  to  the  principles  described  in 
§  40.461-3  (c) .  In  combining  gross 

receipts,  proper  adjustment  shall  be 
made  to  prevent  duplication,  including 
the  elimination  of  those  gross  receipts  of 
a  component  corporation  or  the  acquir¬ 
ing  corporation  which  are  attributable 
to  transactions  between  either  such  com¬ 
ponent  corporation  and  the  acquiring 
corporation  or  such  component  corpora¬ 
tion  and  another  component  corpora¬ 
tion. 

(iil)  If  the  acquiring  corporation  does 
not  qualify  under  subdivision  (i)  (b)  of 
this  subparagraph,  for  the  use  of  an  al¬ 
ternative  average  base  period  net  income 
under  section  435  (e)  (1)  (A)  because 
any  corporation  a  party  to  the  Part  II 
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transaction  (other  than  a  corporation 
created  incident  to  such  transaction) 
had  not  actually  commenced  business 
prior  to  the  beginning  of  its  base  period 
or  because  the  total  of  the  assets  of  the 
acquiring  corporation  determined  under 
subdivision  (ii)  of  this  subparagraph, 
exceeds  $20  million,  if  the  Part  II  trans¬ 
action  occurs  after  June  30,  1950,  if  the 
acquiring  corporation  determines  its 
average  base  period  net  income  under 
section  435  (d)  after  recomputing  its 
excess  profits  net  income  under  section 
462  (b),  and  if  any  corporation  a  party 
to  the  Part  II  transaction  (whether  the 
acquiring  corporation  or  a  component 
corporation)  was  under  section  435  (e) 

(1)  (A)  entitled  immediately  prior  to  the 
date  of  the  transaction  to  the  use  of  an 
alternative  average  base  period  net  in¬ 
come  based  on  growth,  then  one-twelfth 
of  such  alternative  average  base  period 
net  income  of  such  corporation  shall  be 
treated  as  its  monthly  excess  profits  net 
income  for  the  purpose  of  determining 
such  average  base  period  net  income  of 
the  acquiring  corporation  under  section 
435  (d). 

(2)  Alternative  under  section  435  (e) 
(1)  (B).  (i)  In  the  case  of  a  Part  II 

transaction  other  than  a  transaction  de¬ 
scribed  in  section  461  (a)  (1)  (E),  sec¬ 
tion  462  (c)  provides  that  an  acquiring 
corporation  shall  be  entitled  to  the  use 
of  an  alternative  average  base  period 
net  income  under  section  435  (e)  (1)  (b), 
relating  to  growth,  only — 

(a)  If  the  Part  II  transaction  occurs 
after  December  31,  1950,  if  such  acquir¬ 
ing  corporation  was  entitled  under  sec¬ 
tion  435  (e)  (1)  (B)  to  the  use  of  an 
alternative  average  base  period  net  in¬ 
come  based  on  growth  immediately 
prior  to  the  date  of  the  Part  II  transac¬ 
tion,  and  if  the  acquiring  corporation 
determines  its  excess  profits  net  income 
without  reference  to  the  recomputation 
provided  in  section  462  (b) ;  or 

(b)  If  immediately  prior  to  a  Part  II 
transaction  occurring  prior  to  January  1, 
1951,  the  acquiring  corporation  (other 
than  a  corporation  created  incident  to 
such  transaction)  and  all  component 
corporations  were  furnishing  products  or 
classes  of  products  of  the  type  described 
in  section  435  (e)  (1)  (B)  (ii),  if  the 
acquiring  corporation  (other  than  a  cor¬ 
poration  created  incident  to  such  trans¬ 
action)  and  all  component  corporations 
actually  commenced  business  prior  to 
the  beginning  of  the  acquiring  corpora¬ 
tion’s  base  period,  if  the  acquiring  cor¬ 
poration  recomputes  its  excess  profits 
net  income  under  section  462  (b),  and  if 
the  acquiring  corporation  qualifies  under 
the  rules  of  section  435  (e)  (1)  (B)  after 
applying  the  rules  set  forth  in  subdivi¬ 
sion  (ii»  of  this  subparagraph;  or 

(c)  If  immediately  prior  to  a  Part  II 
transaction  occurring  after  December  31, 
1950,  the  acquiring  corporation  (other 
than  a  corporation  created  incident  to 
such  transaction)  and  all  component 
corporations  were  entitled  under  section 
435  (e)  (1)  (B)  to  the  use  of  an  alterna¬ 
tive  average  base  period  net  income  based 
on  growth,  if  the  acquiring  corporation 
(other  than  a  corporation  created  inci¬ 
dent  to  such  transaction)  and  all  com¬ 
ponent  corporations  actually  commenced 
busines.s  prior  to  the  beginning  of  the 


acquiring  corporation’s  base  period,  if 
the  acquiring  corporation  recomputes  its 
excess  profits  net  income  under  section 
462  (b),  and  if  the  acquiring  corporation 
qualifies  under  the  rules  of  section  435 
(e)  (1)  (B)  after  applying  the  rules  set 
forth  in  subdivision  (ii)  of  this  subpara¬ 
graph. 

(ii)  For  the  purpose  of  subdivision  (i) 
(b)  and  (c)  of  this  subparagraph,  the 
acquiring.corporation  shall  combine  with 
its  net  sales  for  that  portion  of  the  pe¬ 
riod  prior  to  January  1,  1951,  which  pre¬ 
ceded  such  Part  II  transaction,  the  net 
sales  of  each  such  component  corpora¬ 
tion  for  such  portion  of  such  period.  In 
combining  net  sales,  proper  adjustment 
shall  be  made  to  prevent  duplication, 
including  the  elimination  of  those  net 
sales  of  a  component  corporation  or  the 
acquiring  corporation  which  are  attrib¬ 
utable  to  transactions  between  either 
such  component  corporation  and  the  ac¬ 
quiring  corporation  or  such  component 
corporation  and  another  component 
corporation. 

(iii)  If  the  Part  II  transaction  occurs 
after  December  31,  1950,  if  the  acquiring 
corporation  does  not  qualify  under  sub¬ 
division  (i)  (c)  of  this  subparagraph, 
for  the  use  of  an  alternative  average  base 
period  net  income  under  section  435  (e) 
(1)  (B),  if  the  acquiring  corporation 
determines  its  average  base  period  net 
income  under  section  435  (d)  after  re¬ 
computing  its  excess  profits  net  income 
under  section  462  (b) ,  and  if  any  corpo¬ 
ration  a  party  to  the  Part  II  transaction 
(whether  the  acquiring  corporation  or  a 
component  corporation)  was  entitled  un¬ 
der  section  435  (e)  (1)  (B),  immediately 
prior  to  the  date  of  the  transaction,  to 
the  use  of  an  alternative  average  base 
peri(xi  net  income  based  on  growth,  then 
one-twelfth  of  such  alternative  average 
base  period  net  income  of  such  corpora¬ 
tion  shall  be  treated  as  its  monthly  ex¬ 
cess  profits  net  income  for  the  purpose 
of  determining  such  average  base  period 
net  income  of  the  acquiring  corporation 
under  section  435  (d). 

(c)  Part  II  transactions  described  in 
section.J61  (a)  (1)  (E) — (1)  Alternative 
under  section  435  (e)  (1)  (A),  (i)  In 

the  case  of  a  Part  II  transaction  de¬ 
scribed  in  section  461  (a)  (1)  (E),  sec¬ 
tion  462  provides  that  an  acquiring  cor¬ 
poration  shall  be  entitled  to  the  use  of 
an  alternative  average  base  period  net 
income  under  section  435  (e)  (1)  (A), 
relating  to  growth,  only  if  it  recomputes 
its  excess  profits  net  income  under  sec¬ 
tion  462  (b)  and — 

(a)  If  the  transaction  occurs  after  the 
close  of  the  base  period  of  the  component 
corporation,  and  if  immediately  prior  to 
the  date  of  the  transaction  the  compon¬ 
ent  corporation  qualified  under  section 
435  (e)  (1)  (A)  for  the  use  of  an  alter¬ 
native  average  base  period  net  income 
under  that  section;  or 

(b)  If  the  transaction  occurred  dur¬ 
ing  the  base  period  of  the  acquiring  cor¬ 
poration,  if  the  component  corporation 
actually  commenced  business  prior  to 
the  beginning  of  its  base  period,  and  if 
the  acquiring  corporation  qualifies  un¬ 
der  the  rules  of  section  435  (e)  (1)  (A) 
after  applying  the  rules  set  forth  in 
subdivision  (ii)  of  this  subparagraph. 


(ii)  For  the  purpose  of  subdivision  (i) 

(b)  of  this  subparagraph,  the  acquiring 
corporation  shall  be  considered  as  hav¬ 
ing  held  the  total  assets  of  the  compon¬ 
ent  corporation  as  of  the  date  specified 
in  section  435  (e)  (1)  (A)  (i)  as  deter¬ 
mined  under  that  section  for  that  date, 
and  it  shall  be  treated  as  having  had, 
for  the  period  prior  to  the  day  of  the 
transaction,  an  allocated  share  of  the 
payroll  and  of  the  gross  receipts  of  the 
component  corporation.  Such  payroll 
and  gross  receipts  shall  be  determined  in 
accordance  with  the  rules  provided  in 
section  435  (e)  (4)  and  (5)  subject,  for 
the  taxable  year  of  the  transaction,  to 
the  principles  described  in  §  40.461-3 

(c)  ;  and  such  allocation  of  such  payroll 
and  gross  receipts  shall  be  in  the  same 
ratio  as  that  existing  in  the  allocation 
of  the  excess  profits  net  income.  See 
section  462  (i)  and  §  40.462-9. 

(2)  Alternative  under  section  435  (e) 
(I)  (B).  (i)  In  the  case  of  a  Part  II 

transaction  described  in  section  461  (a) 
(1)  (E),  section  462  (c)  provides  that  an 
acquiring  corporation  shall  be  entitled 
to  the  use  of  an  alternative  average  base 
period  net  income  under  section  435  (e) 
(1)  (B),  relating  to  growth,  only  if  it 
recomputes  its  excess  profits  net  income 
under  section  462  (b)  and — 

(a)  If  the  transaction  occurs  after 
December  31,  1950,  and  if  immediately 
prior  to  the  date  of  the  transaction  the 
component  corporation  qualifies  under 
section  435  (e)  (1)  (B)  for  the  use  of 
an  alternative  average  base  period  net 
income  under  that  section;  or 

(b)  If  the  transaction  occurred  prior 
to  January  1,  1951,  if  the  component 
corporation  actually  commenced  busi¬ 
ness  prior  to  the  beginning  of  its  base 
period,  if  immediately  prior  to  the  trans¬ 
action  the  component  corporation  was 
furnishing  a  product  or  class  of  products 
of  the  type  described  in  section  435  (e) 
(1)  (E),  and  if  the  acquiring  corpora¬ 
tion  qualifies  under  the  rules  of  section 
435  (e)  (1)  (B)  after  applying  the  rules 
set  forth  in  subdivision  (ii)  of  this  sub- 
paragraph. 

(ii)  For  the  purpose  of  subdivision  (i) 
(b)  of  this  subparagraph,  the  acquir¬ 
ing  corporation  shall  be  considered  as 
having  had,  for  the  period  prior  to  the 
date  of  the  transaction,  an  allocated 
share  of  the  net  sales  of  the  component 
corporation,  such  allocation  of  net  sales 
being  in  the  same  ratio  as  that  existing 
in  the  allocation  of  the  excess  profits 
net  income.  See  section  462  (i)  and 
I  40.462-9. 

(3)  Special  rules.  For  special  rules 
with  respect  to  a  Part  II  transaction  de¬ 
scribed  in  section  461  (a)  (1)  (E)  in¬ 
volving  a  transfer  to  an  acquiring  cor¬ 
poration  not  created  incident  to  the 
transaction,  or  involving  a  transfer  by 
more  than  one  component  corporation 
to  an  acquiring  corporation,  see  §  40.461- 
7  (b). 

§  40.462-3  Alternative  average  base 
period  net  income  under  section  442,  443, 
444,  445,  or  446 — (a)  In  general.  Sec¬ 
tion  462  (d),  (e),  (f),  (g),  and  (h) 
provides  special  rules  applicable  in  deter¬ 
mining  the  average  base  period  net 
income  of  an  acquiring  corporation 
under  sections  442  to  446,  inclusive. 
Certain  rules  generally  applicable  under 
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those  subsections  of  section  462  are  set 
forth  in  this  section.  Additional  special 
rules  provided  in  such  subsections  of 
section  462  are  set  forth  in  the  sections 
immediately  following  this  section.  The 
rules  for  applying  sections  442  to  446, 
inclusive,  and  section  462  (d)  to  (h). 
Inclusive,  may  differ  depending  upon 
whether  the  Part  II  transaction  is  of  a 
type  described  in  section  461  (a)  (1)  (E) 
(relating  to  a  transfer  by  a  component 
corporation  of  a  part,  as  distinguished 
from  all  or  substantially  all,  of  its  prop¬ 
erties),  whether  the  transaction  occurs 
before  or  after  certain  dates,  and 
whether  the  acquiring  corporation  has 
actually  or  constructively  through  a 
component  corporation  (see  section  461 

(d))  commenced  business  on  or  before 
the  first  day  of  the  base  period. 

(b)  Commencement  of  business.  If 
neither  the  acquiring  corporation  nor 
any  component  corporation  was  in  exist¬ 
ence  and  commenced  business  on  or 
before  the  first  day  of  the  base  period 
of  the  acquiring  corporation,  the  acquir¬ 
ing  corporation  is  not  entitled  to  deter¬ 
mine  its  average  base  period  net  income 
under  section  442,  443,  444,  or  446,  or 
under  section  452  (d),  (e),  (f),  or  (h). 
If  either  the  acquiring  corporation  or 
any  component  corporation  commenced 
business  on  or  before  the  first  day  of 
the  base  period  of  the  acquiring  corpor¬ 
ation.  the  acquiring  corporation  is  not 
entitled  to  compute  its  average  base 
period  net  income  under  section  445  or 
section  462  (g),  except  to  the  extent 
that  such  sections  are  involved  under 
paragraph  (c)  of  this  section.  See  sec¬ 
tion  461  (d)  as  to  constructive  existence 
and  constructive  commencement  of 
business. 

(c)  Rule  applicable  if  all  parties  were 
previously  entitled  to  an  alternative 
average  base  period  net  income.  If  im¬ 
mediately  prior  to  the  transaction  each 
of  the  corporations,  parties  to  the  Part 
II  transaction,  other  than  a  corporation 
created  incident  to  the  Part  II  transac¬ 
tion,  was  entitled  to  compute  its  average 
base  period  net  income  under  section  442 

(d)  (relating  to  abnormalities  in  base 
period),  section  443  (relating  to  change 
in  products  or  services),  section  444 
(relating  to  increase  in  capacity  for  pro¬ 
duction  or  operation),  section  445  (relat¬ 
ing  to  new  corporations),  or  section  446 
(relating  to  depressed  industry  sub¬ 
groups),  then  the  acquiring  corporation 
(whether  or  not  created  incident  to  the 
Part  II  transaction)  may  determine  its 
average  base  period  net  income  after  the 
transaction  by  computing  its  own  aver¬ 
age  base  period  net  income  under  which¬ 
ever  of  such  sections  is  applicable  to  it 
immediately  prior  to  the  transaction, 
and  by  adding  thereto  the  average  base 
period  net  income  of  each  component 
corporation  separately  computed  under 
whichever  of  such  sections  is  applicable 
to  such  component  corporation  immedi¬ 
ately  prior  to  the  transaction.  How¬ 
ever,  in  the  case  of  a  transfer  by  a  corpo¬ 
ration  of  a  part,  as  distinguished  from 
all  or  substantially  all,  of  its  properties  to 
a  corporation  created  incident  to  such 
transfer  in  a  transaction  to  which  sec¬ 
tion  461  (a)  (1)  (E)  Is  applicable,  only 
so  much  of  the  average  base  period  net 
income  of  such  component  corporation. 


so  computed,  as  Is  allocable  under  the 
rules  of  section  462  (i)  and  §  40.462-9  to 
the  properties  of  such  component  corpo¬ 
ration  transferred  to  the  acquiring  cor¬ 
poration  is  available  to  such  acquiring 
corporation  under  the  rule  set  forth  in 
the  preceding  sentence.  The  rules  pro¬ 
vided  in  this  paragraph  are  not  appli¬ 
cable  in  any  case  in  which  all  of  the 
corporations  (other  than  a  corporation 
created  incident  to  the  Part  II  transac¬ 
tion),  parties  to  the  Part  II  transaction, 
were  entitled  immediately  prior  to  the 
transaction  to  the  benefits  of  section  445. 
See  §  40.462-7  for  rules  applicable  in  such 
case.  See  section  470  for  rules  appli¬ 
cable,  in  certain  cases  involving  inter¬ 
corporate  stockholdings,  in  determining 
the  total  assets  of  a  component  corpora¬ 
tion  for  the  purpose  of  the  separate  com¬ 
putation  under  this  paragraph  of  its 
average  base  period  net  income  immedi¬ 
ately  prior  to  the  transaction. 

(d)  Method  of  determination.  An  ac¬ 
quiring  corporation  not  entitled  to  com¬ 
pute  its  average  base  period  net  income 
under  paragraph  (c)  of  this  section  may 
nevertheless  be  entitled,  under  the  cir¬ 
cumstances  set  forth  in  §§  40.462-4  to 
40.462-8,  inclusive,  to  apply  sections  442 
to  446,  inclusive,  if  it  meets  the  require¬ 
ments  of  those  sections  and  of  section 
462  (d)  through  (h).  The  following  rules 
are  applicable  for  the  purpose  of  deter¬ 
mining  whether,  after  the  transaction, 
an  acquiring  corporation  meets  the  re¬ 
quirements  of  section  442,  443,  444,  445, 
or  446  and  §  40.462-4,  §  40.462-5, 

§  40.462-6,  §  40.  462-7,  or  §  40.462-8: 

(1)  Assets.  For  this  purpose,  the 
total  assets  of  each  component  corpora¬ 
tion  held  by  it  on  a  day  for  which  the 
computation  of  total  assets  of  the  acquir¬ 
ing  corporation  is  required  by  the  ap¬ 
plicable  section,  which  day  preceded  the 
day  on  which  the  transaction  occurred, 
shall  be  treated  as  having  been  held  by 
the  acquiring  corporation  on  such  day. 

(2)  Interest.  For  this  purpose,  the 
Interest  paid  or  incurred  by  each  compo¬ 
nent  corporation  during  the  period  prior 
to  the  date  of  the  transaction,  taken  into 
account  in  computing  the  interest  ad¬ 
justment  applicable  in  determining  aver¬ 
age  base  period  net  income,  shall  be 
considered  as  having  been  paid  or  in¬ 
curred  by  the  acquiring  corporation  at 
the  time  it  was  paid  or  incurred  by  such 
component  corporation. 

(3)  Gross  receipts.  For  this  purpose, 
the  gross  receipts  of  each  component 
corporation  for  the  period  prior  to  the 
date  of  the  transaction,  taken  into  ac¬ 
count  under  such  section  in  determining 
the  industry  classification  of  the  acquir¬ 
ing  corporation,  shall  be  treated  as  the 
gross  receipts  of  the  acquiring  corpora¬ 
tion.  Such  gross  receipts  for  any  portion 
of  a  taxable  year  of  the  component  cor¬ 
poration  is  determined  in  accordance 
with  the  rules  provided  in  section  435  (e) 
(5)  subject,  for  the  taxable  year  of  the 
transaction,  to  the  principles  described 
In  §  40.461-3  (c). 

In  applying  the  foregoing  rules,  proper 
adjustment  as  to  each  item  shall  be  made 
to  prevent  duplication,  including  the 
elimination  of  such  portion  of  any  item 
with  respect  to  the  component  corpora¬ 
tion  or  the  acquiring  corporation  as  is 
attributable  to  transactions  between 


either  such  component  corporation  and 
the  acquiring  corporation  or  such  com¬ 
ponent  corporation  and  another  com¬ 
ponent  corporation. 

(e)  Method  of  determination  in  case  of 
transactions  described  in  section  461  (a) 
(1)  (E).  In  the  case  of  a  transfer  by  a 
corporation  of  a  part,  as  distinguished 
from  all  or  substantially  all,  of  its  prop¬ 
erties  to  a  corporation  created  incident 
to  such  transfer  in  a  transaction  to  w’hich 
section  461  (a)  (1)  (E)  is  applicable, 
there  shall  be  available  to  such  acquiring 
corporation  in  determining  its  average 
base  period  net  income  under  section  442, 
443,  444,  445,  or  446,  only  such  portion  of 
each  item  referred  to  in  paragraph  (d) 
of  this  section,  as  is  allocable  to  the  prop¬ 
erties  of  such  component  corporation 
transferred  to  the  acquiring  corporation. 
Such  portion  shall  be  determined  in  a 
manner  consistent  with  that  used  in  the 
allocation  to  the  acquiring  corporation 
under  section  452  (i)  and  §  49.462-9  of 
the  excess  profits  net  income  of  the 
component  corporation. 

(f )  Application  for  benefits  of  sections 
442  to  446.  An  acquiring  corporation 
W'hich  computes  its  average  base  pend'd 
nst  income  under  section  442,  413,  414, 
445,  or  446,  and  under  section  432  (d), 

(e),  (f),  (g).  or  (h),  must  comply  with 
the  provisions  of  section  447  (e)  with  re¬ 
spect  to  the  filing  of  an  application  for 
the  benefits  of  such  sections. 

§  40.462-4  Application  of  section 
442 — (a)  Part  II  transactions  other  than 
a  transaction  described  in  section  461  (a) 
(I)  (E).  (1)  In  the  case  of  a  Part  II 

transaction  other  than  a  transaction  de¬ 
scribed  in  section  461  (a)  (1)  (E),  which 
occurred  during  the  base  period  of  an 
acquiring  corporation,  the  acquiring  cor¬ 
poration  shall  be  entitled  to  determine 
its  average  base  period  net  income  under 
section  442  (c)  or  (d)  if  and  to  the  e.xtent 
that  it  satisfies  the  requirements  of 
either  such  subsection  and  satisfies  the 
other  requirements  of  section  442  after 
the  application  of  the  rules  provided  in 
§  40.462-3  (b)  and  (d)  and  of  the  fol¬ 
lowing  rules: 

(1)  For  this  purpose,  the  excess  profits 
net  income  (or  deficit  therein)  of  the 
component  corporation  for  any  part  of 
the  base  period  of  the  acquiring  corpo¬ 
ration  prior  to  the  transaction  is  at¬ 
tributed  to  the  acquiring  corporation  in 
determining  the  excess  profits  net  in¬ 
come  (or  deficit  therein)  of  the  acquir¬ 
ing  corporation  for  any  month  of  its 
base  period  for  the  purpose  of  section 
442  (c)  or  (d),  and  the  acquiring  cor¬ 
poration  shall  recompute  its  monthly 
excess  profits  net  income  as  provided 
in  section  462  (b);  however,  the  excess 
profits  net  income  of  the  acquiring  cor¬ 
poration  for  any  month  so  recomputed 
may  be  less  than  zero,  and  in  such  case, 
such  deficit  is  taken  into  account  to  the 
extent  provided  in  section  442; 

(ii)  For  this  purpose,  the  business  ex¬ 
perience  of  the  component  corporation 
prior  to  the  date  of  the  transaction  is 
attributed  to  the  acquiring  corporation 
for  the  purpose  of  determining  the  exist¬ 
ence  of  an  abnormality  under  section 
442  (a). 

(2)  If  any  corporation,  a  party  to  a 
Part  II  transaction  other  than  a  trans¬ 
action  described  in  section  461  (a)  (1) 
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(E) ,  which  transaction  occurs  after  the 
close  of  the  base  period  of  the  acquiring 
corporation,  was  entitled  immediately 
prior  to  the  transaction  to  compute  its 
average  base  period  net  income  under 
section  442  (c)  or  under  section  442  (d), 
then  in  recomputing  the  acquiring  cor¬ 
poration’s  excess  profits  net  income  un¬ 
der  section  462  (b)  for  the  purpose  cf 
the  general  average  method  of  determin¬ 
ing  its  average  base  period  net  income 
under  section  435  (d)  — 

(i)  The  substitute  excess  profits  net 
Income  for  any  month  identified  under 
section  442  (c)  (1)  and  (3)  of  any  cor¬ 
poration  entitled  to  the  benefits  of  sec¬ 
tion  442  (c)  immediately  prior  to  the 
transaction  shall  be  considered  the  ex¬ 
cess  profits  net  income  of  that  corpora¬ 
tion  for  such  month; 

(ii)  In  the  case  of  any  corporation  en¬ 
titled  to  the  benefits  of  section  442  (d) 
immediately  prior  to  the  transaction, 
one-twelfth  of  the  average  base  period 
net  income,  separately  computed,  to 
which  such  corporation  was  entitled 
under  section  442  (d)  shall  be  considered 
the  excess  profits  net  income  of  that  cor¬ 
poration  for  each  month  of  its  base 
period. 

(3)  An  acquiring  corporation  shall 
also  be  entitled  to  apply  section  442  to 
the  extent  provided  in  §  40.462-3  (c) ,  re¬ 
lating  to  a  Part  II  transaction  involving 
corporations  each  of  which  was  previ¬ 
ously  entitled  to  the  benefits  of  section 
442  (d),  443,  444,  445,  or  446. 

(b)  Part  II  transactions  described  in 
section  461  (a)  (1)  (E).  (1)  Inthecase 

of  a  Part  II  transaction  described  in  sec¬ 
tion  461  (a)  (1)  (E),  which  occurred 
during  the  base  period  of  an  acquiring 
corporation,  the  acquiring  corporation 
shall  be  entitled  to  determine  its  aver¬ 
age  base  period  net  income  under  section 
442  (c)  or  cd)  if  and  to  the  extent  that 
It  satisfies  the  requirements  of  either 
such  subsection  and  satisfies  the  other 
requirements  of  section  442  after  the  ap¬ 
plication  of  the  rules  prescribed  in  para¬ 
graph  (a)  (1)  of  this  section,  and  in 
§  40.462-3  (b)  and  (e).  In  applying  the 
rules  of  paragraph  (a)  (1)  of  this  section, 
there  shall  be  available  to  the  acquiring 
corporation  in  determining  its  average 
base  period  net  income  under  section  442 
only  such  portion  of  each  Item  of  the 
component  corporation’s  experience 
prior  to  the  transaction  as  is  allocable 
to  the  properties  of  such  component  cor¬ 
poration  transferred  to  the  acquiring 
corporation.  Such  portion  shall  be  de¬ 
termined  in  a  manner  consistent  with 
that  used  in  the  allocation  to  the  acquir¬ 
ing  corporation  under  section  462  (i)  and 
§  40.462-9  of  the  excess  profits  net  in¬ 
come  of  the  component  corporation. 

(2)  In  the  case  of  a  Part  II  transaction 
described  in  section  461  (a)  (1)  (E), 
where  the  transaction  occurs  after  the 
close  of  the  base  period  of  the  acquiring 
corporation,  and  where  the  component 
corporation  was  entitled  immediately 
prior  to  the  transaction  to  compute  its 
average  base  period  net  income  under 
section  442  (c)  or  under  section  442  (d), 
then  in  recomputing  the  acquiring  cor¬ 
poration’s  excess  profits  net  income 
under  section  462  (b)  for  any  month  for 
the  purpose  of  the  general  average 


method  of  determining  its  average  base 
period  net  income  under  section  435  (d), 
the  rules  prescribed  in  paragraph  (a)  (2) 
of  this  section,  shall  be  applicable,  except 
that  there  shall  be  available  to  the  ac¬ 
quiring  corporation  only  such  portion  of 
the  excess  profits  net  income  of  the  com¬ 
ponent  corporation  computed  under 
paragraph  (a)  (2)  of  this  section,  as  is 
allocable  to  the  acquiring  corporation 
under  the  rules  of  section  482  (i)  and 
§  40.462-9. 

(3)  For  special  rules  with  respect  to 
a  Part  II  transaction  described  in  sec¬ 
tion  461  (a)  (1)  (E)  involving  a  trans¬ 
fer  to  an  acquiring  corporation  not 
created  incident  to  the  transaction,  or 
involving  a  transfer  by  more  than  one 
component  corporation  to  an  acquiring 
corporation,  see  §  40.461-7  (b). 

§  40.462-5  Application  of  section  443 
—(a)  Part  II  transactions  other  than  a 
transaction  described  in  section  461  (a) 

(I)  (E).  (1)  In  the  case  of  a  Part  II 

transaction,  other  than  a  transaction 
described  in  section  461  (a)  (1)  (E), 
where  any  corporation  a  party  to  the 
transaction  (other  than  an  acquiring 
corporation  created  incident  to  such 
transaction)  had  not  actually  com¬ 
menced  business  on  or  before  the  first 
day  of  the  acquiring  corporation’s  base 
period,  the  acquiring  corporation  shall 
not  be  entitled  to  compute  its  average 
base  period  net  income  under  section 
443  except  to  the  extent  provided  in 
§  40.462-3  (c),  or  to  the  extent  pro¬ 
vided  in  subparagraph  (3)  of  this  para¬ 
graph. 

(2)  In  the  case  of  a  Part  n  transac¬ 
tion  other  than  a  transaction  described 
in  section  461  (a)  (1)  (E),  where,  at 
the  time  of  the  transaction,  one  or  more 
of  the  corporations,  parties  to  the  trans¬ 
action,  had  made  a  substantial  change, 
within  the  meaning  of  section  443  (a) 
(1)  and  §  40.443-1  (a)  (1),  in  the  prod¬ 
ucts  or  services  which  it  furnished,  but 
where  such  corporations  at  the  time  of 
the  transaction  were  not  yet  qualified  to 
compute  their  average  base  period  net 
income  under  section  443,  the  acquiring 
corporation  shall  be  entitled  to  compute 
its  average  base  period  net  income  under 
section  443  with  respect  to  such  change 
if  the  requirements  of  such  section  are 
satisfied  after  the  application  of  the 
rules  provided  in  §  40.462-3  (b)  and  (d) 
and  of  the  following  rules: 

(i)  For  this  purpose,  the  acquiring 
corporation  shall  recompute  its  excess 
profits  net  income  in  the  manner  pro¬ 
vided  in  section  462  (b),  except  that  the 
excess  profits  net  income  so  recomputed 
may  be  less  than  zero; 

(ii)  For  this  purpose,  the  gross  in¬ 
come  and  the  net  income  of  all  com¬ 
ponent  corporations  for  the  taxable  years 
beginning  with,  within,  and  subsequent 
to  the  taxable  year  in  which  the  first 
change  in  products  or  services  was  made, 
such  taxable  year  being  determined  by 
reference  to  the  corporation  which  made 
such  change,  shall  be  treated  as  the  gross 
income  and  net  income,  respectively,  of 
the  acquiring  corporation; 

(iii)  For  this  purpose,  each  change  in 
products  or  services  made  by  a  compo¬ 
nent  corporation  shall  be  treated  as  hav¬ 
ing  been  made  by  the  acquiring  corpora¬ 


tion  at  the  time  It  was  made  by  the  com¬ 
ponent  corporation. 

(3 )  Where  a  corporation  a  party  to  the 
Part  II  transaction  commenced  business 
during  the  36-month  period  ending  on 
the  last  day  of  the  base  period  of  the 
acquiring  corporation  and  the  transac¬ 
tion  occurred  prior  to  December  1,  1950, 
the  activities  of  that  corporation  shall  be 
treated,  for  the  purpose  of  section  443,  as 
though  they  constituted  a  substantial 
change  in  products  or  services  within  the 
meaning  of  section  443  (a)  (1)  and 
§  40.443-1  (a)  (1).  In  such  a  case,  the 
rules  prescribed  in  subparagraph  (2)  of 
this  paragraph,  and  in  §  40.462-3  (b)  and 
(d)  shall  be  applicable  for  the  purpose 
of  determining  whether  or  not  the  ac¬ 
quiring  corporation  meets  the  require¬ 
ments  of  section  443. 

(4)  In  the  case  of  a  Part  II  transac¬ 
tion  other  than  one  described  in  section 
461  (a)  (1)  (E),  where  subsequent  to  the 
date  of  the  transaction  there  is  a  sub¬ 
stantial  change  in  the  products  or  serv¬ 
ices  furnished  by  the  acquiring  corpora¬ 
tion  within  the  meaning  of  section  443 
(a)  (1)  and  §  40.443-1  (a)  (1),  the  ac¬ 
quiring  corporation  shall  be  entitled  to 
determine  its  average  base  period  net 
income  under  section  443  with  respect  to 
such  change  if  it  qualifies  under  such 
section  after  the  application  of  the  rules 
prescribed  in  subparagraph  (2)  of  this 
paragraph  and  in  §  40.462-3  (b)  and 
(d). 

(5)  Except  to  the  extent  provided  in 
subparagraph  (3)  of  this  section,  an  ac¬ 
quiring  corporation  shall  not  be  deemed, 
for  the  purpose  of  section  443,  to  have 
made  a  substantial  change  in  products 
or  services  furnished  by  it  solely  by  rea¬ 
son  of  a  change  in  such  products  or  serv¬ 
ices  resulting  from  the  execution  of  a 
Part  II  transaction, 

(6)  An  acquiring  corporation  shall  al¬ 
so  be  entitled  to  apply  section  443  to  the 
extent  provided  in  §  40.462-3  (c) ,  relat¬ 
ing  to  a  Part  II  transaction  involving 
corporations  each  of  which  was  previ¬ 
ously  entitled  to  the  benefits  of  section 
442  (d),  443,  444,  445,  or  446. 

(b)  Part  II  transactions  described  in 
section  461  (a)  (f)  (E).  (1)  Inthecase 
of  a  Part  II  transaction  described  in  sec¬ 
tion  461  (a)  (1)  (E),  the  acquiring  cor¬ 
poration  shall  be  entitled  to  compute  its 
average  base  period  net  income  under 
section  443  only — 

(i)  To  the  extent  provided  in 
§  40.462-3  (c) ;  or 

(ii)  If  there  was,  after  the  date  of 
the  transaction,  a  substantial  change  in 
the  products  or  services  furnished  by  the 
acquiring  corporation  within  the  mean¬ 
ing  of  section  443  (a)  (1)  and  §  40.443-1 
(a)  (1),  and  if  the  acquiring  corpora¬ 
tion  qualifies  under  section  443  after  the 
application  of  the  rules  prescribed  in 
paragraph  (a)  (2)  of  this  section,  and 
in  §  40.462-3  (b)  and  (e).  In  applying 
the  rules  of  paragraph  (a)  (2)  of  this 
section,  there  shall  be  available  to  the 
acquiring  corporation  in  determining  its 
average  base  period  net  income  undef 
section  443  only  such  portion  of  each 
item  of  the  component  corporation’s  ex¬ 
perience  prior  to  the  transaction  as  is 
allocable  to  the  properties  of  such  com¬ 
ponent  corporation  transferred  to  the 
acquiring  corporation.  Such  portion 
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shall  be  determined  in  a  manner  con¬ 
sistent  with  that  used  in  the  allocation 
to  the  acquiring  corporation  under  sec¬ 
tion  462  (i)  and  §  40.462-9  of  the  excess 
profits  net  income  of  the  component 
corporation. 

(2)  For  special  rules  with  respect  to  a 
Part  II  transaction  described  in  section 
461  (a)  (1)  (E)  involving  a  transfer  to 
an  acquiring  corporation  not  created 
incident  to  the  transaction,  or  involving 
a  transfer  by  more  than  one  component 
corporation  to  an  acquiring  corporation, 
see  §  40.461-7  (b). 

§  40.462-6  Application  of  section 
444 — (a)  Part  II  transactions  other  than 
a  transaction  described  in  section  461 

(a)  (1)  (E).  (1)  In  the  case  of  a  Part  II 

transaction  other  than  a  transaction 
described  in  section  461  (a)  (1)  (E), 
where  at  the  time  of  the  transaction 
one  or  more  of  the  corporations,  parties 
to  the  "^ransaction,  had  made  an  addition 
or  additions  to  its  facilities  or  had  re¬ 
placed  all  or  a  part  of  its  existing  facili¬ 
ties,  within  the  meaning  of  section  444 

(b)  and  §  40.444-2,  and  where  the  trans¬ 
action  occurred  prior  to  the  close  of  the 
base  period  of  the  corporation  making 
such  addition  or  replacement,  the  ac¬ 
quiring  corporation  shall  be  entitled  to 
compute  its  average  base  period  net  in¬ 
come  under  section  444,  if  the  require¬ 
ments  of  such  section  are  satisfied  after 
the  application  of  the  rules  provided  in 
§  40.462-3  (b)  and  (d)  and  of  the  fol¬ 
lowing  rules: 

(i)  For  this  purpose,  the  capacity  for 
production  or  operation,  the  adjusted 
basis  of  the  total  facilities,  and  the  basis 
(unadjusted)  of  the  total  facilities,  de¬ 
termined  in  accordance  with  the  rules 
applicable  under  section  444  (b)  and 
§  40.444-2,  of  all  component  corporations 
as  they  existed  on  the  day  prior  to  the 
beginning  of  the  36-month  period  end¬ 
ing  with  the  last  day  of  the  base  period 
of  the  acquiring  corporation,  shall  be 
treated  as  having  been  held  by  the  ac¬ 
quiring  corporation  on  such  -day  for  the 
purpose  of  determining  whether  an  in¬ 
crease  in  capacity  for  production  or 
operation  shall  be  deemed  to  have 
occurred  within  the  meaning  of  section 
444  (b)  and  §  40.444-2; 

(ii)  For  this  purpose,  each  addition 
or  additions  to  its  facilities  or  replace¬ 
ment  of  all  or  part  of  its  existing  fa¬ 
cilities  by  a  component  corporation  shall 
be  treated  as  having  been  made- by  the 
acquiring  corporation  at  the  time  it  was 
made  by  such  component  corporation; 

(iii)  .For  this  purpose,  if  the  Part  II 
transaction  occurred  before  the  close  of 
the  base  period  of  the  acquiring  corpora¬ 
tion  and  after  the  last  day  of  the  taxable 
year  of  the  acquiring  corporation  imme¬ 
diately  preceding  its  first  taxable  year 
ending  after  June  30, 1950,  then  the  com¬ 
putation  under  section  444  (c)  (1)  (re¬ 
lating  to  the  determination  of  total 
assets)  shall  be  made  by  reference  to 
the  last  day  of  such  base  period,  and  the 
12-month  period  referred  to  in  section 
444  (c)  (2)  (relating  to  the  interest  ad¬ 
justment)  shall  be  the  12-month  period 
ending  with  the  last  day  of  such  base 
period.  See  section  461  (d) . 

(2)  Where  a  corporation  a  party  to 
the  Part  II  transaction  commenced  busi¬ 


ness  during  the  36-month  period  ending 
on  the  last  day  of  the  base  period  of  the 
acquiring  corporation  and  the  Part  II 
transaction  occurred  during  the  base  pe¬ 
riod  of  the  acquiring  corporation,  the 
acquisition  of  facilities  by  that  corpora¬ 
tion  shall  be  treated,  for  the  purpose  of 
section  444,  as  though  they  constituted 
an  addition  or  additions  to  facilities 
within  the  meaning  of  section  444  (b) 
and  §  40.444-2.  In  such  a  case,  the  rules 
prescribed  in  subparagraph  (1)  of  this 
paragraph  and  in  §  40.462-3  (b)  and  (d) 
shall  be  applicable  for  the  purpose  of  de¬ 
termining  whether  or  not  the  acquiring 
corporation  meets  the  requirements  of 
section  444. 

(3)  In  the  case  of  a  Part  II  transaction 
other  than  one  described  in  section  461 
(a)  (1)  (E),  where  subsequent  to  the 
date  of  the  transaction  there  is  an  addi¬ 
tion  or  additions  to  its  facilities  or  a  re¬ 
placement  of  all  or  part  of  its  existing 
facilities  within  the  meaning  of  section 
444  (b)  and  §  40.444-2,  the  acquiring  cor¬ 
poration  shall  be  entitled  to  determine 
its  average  base  period  net  income  under 
section  444  if  it  qualifies  under  such 
section  after  the  application  of  the  rules 
prescribed  in  subparagraph  (1)  of  this 
paragraph  and  in  §  49.462-3  (b)  and  (d). 

(4)  Except  to  the  extent  provided  in 
subparagraph  (2)  of  this  paragraph,  an 
acquiring  corporation  shall  not  be 
deemed,  for  the  purpose  of  section  444, 
to  have  made  an  addition  or  additions 
to  its  facilities  or  to  have  replaced  all  or 
part  of  its  facilities  solely  by  reason  of 
the  additions  or  replacements  to  its  fa¬ 
cilities  resulting  from  the  execution  of  a 
Part  II  transaction. 

(5)  An  acquiring  corporation  shall 
also  be  entitled  to  apply  section  444  to 
the  extent  provided  in  §  40.462-3  (c) ,  re¬ 
lating  to  a  Part  II  transaction  involving 
corporations  each  of  which  was  previ¬ 
ously  entitled  to  the  benefits  of  section 
442  (d) ,  443,  444,  445,  or  446. 

(b)  Part  II  transactions  described  in 
section  461  (a)  (I)  (E).  (1)  In  the  case 

of  a  Part  II  transaction  described  in 
section  461  (a)  (1)  (E),  the  acquiring 
corporation  shall  be  entitled  to  compute 
its  average  base  period  net  income  under 
section  444  only — 

(i)  To  the  extent  provided  in  §  40.462- 
3  (c) ;  or 

(ii)  If  there  was,  after  the  date  of  the 
transaction,  an  addition  or  additions  to 
its  facilities  or  a  replacement  of  all  or 
part  of  its  existing  facilities  by  the  ac¬ 
quiring  corporation  within  the  meaning 
of  section  444  (b)  and  §  40.444-2,  and  if 
the  acquiring  corporation  qualifies  under 
section  444  after  the  application  of  the 
rules  prescribed  in  paragraph  (a)  (1)  of 
this  section,  and  in  §  40.462-3  (b)  and 
(e) .  In  applying  the  rules  of  paragraph 
(a)  (1)  of  this  section,  there  shall  be 
available  to  the  acquiring  corporation  in 
determining  its  average  base  period  net 
income  under  section  444  only  such  por¬ 
tion  of  each  item  of  the  component  cor¬ 
poration’s  experience  prior  to  the  trans¬ 
action  as  is  allocable  to  the  properties  of 
such  component  corporation  transferred 
to  the  acquiring  corporation.  Such  por¬ 
tion  shall  be  determined  in  a  manner 
consistent  with  that  used  in  the  alloca¬ 
tion  to  the  acquiring  corporation  under 
section  462  (i)  and  §  40.462-9  of  the  ex¬ 


cess  profits  net  income  of  the  component 
corporation. 

(2)  For  special  rules  with  respect  to  a 
Part  II  transaction  described  in  section 
461  (a)  (1)  (E)  involving  a  transfer  to 
an  acquiring  corporation  not  created  in¬ 
cident  to  the  transaction,  or  involving  a 
transfer  by  more  than  one  component 
corporation  to  an  acquiring  corporation, 
see  §  40.461-7  (b). 

§  40.462-7  Application  of  section 
445 — (a)  Part  II  transactions  other  than 
a  transaction  described  in  section  461 
(a)  (1)  (E).  (1)  In  the  case  of  a  Part  II 
transaction  other  than  a  transaction  de¬ 
scribed  in  section  461  (a)  (1)  (E),  which 
occurred  during  the  base  period  of  the 
acquiring  corporation,  such  acquiring 
corporation  shall  be  entitled  to  compute 
its  average  base  period  net  income  under 
section  445,  in  the  manner  provided 
therein,  if  the  requirements  of  such  sec¬ 
tion  are  satisfied  after  the  application 
of  the  rules  provided  in  §  40.462-3  (b) 
and  (d).  In  such  a  case,  for  the  purpose 
of  the  computations  under  section  445 
(see  §  40.445-2),  the  taxable  year  of  the 
acquiring  corporation  in  which  it  is 
deemed  to  have  commenced  business  un¬ 
der  section  461  (d)  (see  §  40.461-4)  and 
its  two  immediately  succeeding  taxable 
years  shall  be  considered  to  be  its  first 
three  taxable  years. 

(2)..  In  the  case  of  a  Part  II  transac¬ 
tion  other  than  a  transaction  described 
in  section  461  (a)  (1)  (E),  which  oc¬ 
curred  after  the  close  of  the  base  period 
of  the  acquiring  corporation,  if  the  re¬ 
quirements  of  section  445  are  satisfied 
after  the  application  of  the  rules  pro¬ 
vided  in  §  40.462-3  (b)  and  (d),  the  av¬ 
erage  base  period  net  income  of  the  ac¬ 
quiring  corporation  after  the  transaction 
shall  be  determined,  for  the  purpose  of 
section  445,  by  whichever  of  the  follow¬ 
ing  three  methods  is  applicable : 

(i)  Where  the  transaction  occurs  after 
the  close  of  the  third  taxable  year  end¬ 
ing  after  the  actual  commencement  of 
business  of  both  the  component  corpora¬ 
tion  and  the  acquiring  corporation 
(other  than  an  acquiring  corporation 
created  incident  to  the  transaction),  the 
average  base  period  net  income  of  the 
acquiring  corporation  after  the  transac¬ 
tion  shall  be  determined,  in  lieu  of  the 
manner  provided  by  section  445,  by  add¬ 
ing  together  the  average  base  period  net 
income  of  the  acquiring  corporation  and 
of  the  component  corporation  as  sepa¬ 
rately  determined  under  section  445  in 
each  instance  as  of  the  first  day  of  the 
fourth  taxable  year  of  the  corporation; 
or 

(ii)  Where  the  transaction  occurs 
prior  to  the  close  of  the  third  taxable 
year  ending  after  the  actual  commence¬ 
ment  of  business  of  either  the  acquiring 
corporation  or  the  component  corpora¬ 
tion,  but  after  the  close  of  the  third  such 
taxable  year  of  one  such  corporation, 
the  average  base  period  net  income  of 
the  acquiring  corporation  after  the 
transaction  shall  be  determined,  in  lieu 
of  the  manner  provided  by  section  445, 
by  adding  together  (a)  the  average  base 
period  net  income  determined  under  sec¬ 
tion  445  as  of  the  first  day  of  the  fourth 
such  taxable  year  of  the  corporation  in 
business  for  more  than  three  taxable 
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years  at  the  time  of  the  transaction,  and 
(b)  an  average  base  period  net  income 
for  the  corporation  not  in  business  for 
three  taxable  years  at  the  time  of  the 
transaction,  computed  under  section  445 
as  though  the  day  Immediately  prior  to 
the  transaction  were  the  first  day  of  such 
corporation’s  fourth  taxable  year;  or 
(iii)  Where  the  transaction  occurs 
prior  to  the  close  of  the  third  taxable 
year  after  the  actual  commencement  of 
business  of  both  the  acquiring  corpora¬ 
tion  and  the  component  corporation,  the 
average  base  period  net  income  of  the 
acquiring  corporation  after  the  transac¬ 
tion  shall  be  determined  by  the  method 
specified  in  section  445.  In  such  a  case, 
for  the  purpose  of  the  computations  un¬ 
der  section  445  (see  §  40.445-2) ,  the  tax¬ 
able  year  of  the  acquiring  corporation 
in  which  it  is  deemed  to  have  commenced 
business  under  section  461  (d)  (see 
§  40  461-4)  and  its  two  immediately  suc¬ 
ceeding  taxable  years  shall  be  considered 
to  be  its  first  three  taxable  years.  In 
making  such  computation  under  section 
445,  the  net  capital  addition  or  reduction 
specified  in  section  445  (c)  shall  be 
the  net  capital  addition  or  reduction  of 
the  acquiring  corporation  determined 
under  the  principles  of  section  463  and 
§  40.463-1. 

(3)  An  acquiring  corporation  shall 
also  be  entitled  to  apply  section  445  to 
the  extent  provided  in  §  40.462-3  (c), 
relating  to  a  Part  II  transaction  involv¬ 
ing  corporations  each  of  which  was  pre¬ 
viously  entitled  to  the  benefits  of  section 
442  (d).  443,  444,  445,  or  446. 

(b)  Part  II  transactions  described  in 
section  461  (a)  (1)  (E).  (1)  In  the  case 
of  a  Part  II  transaction  described  in 
section  461  (a)  (1)  (E),*  which  occurred 
during  the  base  period  of  the  acquiring 
corporation,  such  acquiring  corporation 
shall  be  entitled  to  compute  its  average 
base  period  net  income  under  section 
445,  in  the  manner  provided  therein,  if 
the  requirements  of  such  section  are 
satisfied  after  the  application  of  the 
rules  provided  in  §  40.462-3  (b)  and  (e). 
In  such  a  case,  for  the  purpose  of  the 
computations  under  section  445  (see 
§  40.445-2),  the  taxable  year  of  the  ac¬ 
quiring  corporation  in  which  it  is 
deemed  to  have  commenced  business 
under  section  461  (d)  (see  §  40.461-4) 
and  its  two  immediately  succeeding  tax¬ 
able  years  shall  be  considered  to  be  its 
first  three  taxable  years. 

(2)  In  the  case  of  a  Part  II  transac¬ 
tion  described  in  section  461  (a)  (1) 
(E),  which  occurred  after  the  close  of 
the  base  period  of  the  acquiring  corpo¬ 
ration,  if  the  requirements  of  section 
445  are  satisfied  after  the  application 
of  the  rules  provided  in  §  40.462-3  (b) 
and  (e),  the  average  base  period  net  in¬ 
come  of  the  acquiring  corporation  after 
the  transaction  shall  be  determined,  for 
the  purpose  of  section  445,  by  whichever 
of  the  following  methods  is  applicable: 

(i)  Where  the  transaction  occurred  af¬ 
ter  the  close  of  the  third  taxable  year 
ending  after  the  actual  commencement 
of  business  of  the  component  corpora¬ 
tion,  the  average  base  period  net  income 
of  the  acquiring  corporation  after  the 
transaction  shall  be  that  portion  of  the 
average  base  period  net  income  of  the 


component  corporation,  determined  un¬ 
der  section  445,  which  is  allocable  to  the 
acquiring  corporation  under  section  462 
(i)  and  §  40.462-9;  or 
(ii)  Where  the  transaction  occurs 
prior  to  the  close  of  the  third  taxable 
year  ending  after  the  actual  commence¬ 
ment  of  business  of  the  component  cor¬ 
poration,  the  average  base  period  net 
income  of  the  acquiring  corporation  af¬ 
ter  the  transaction  shall  be  determined 
by  the  methods  specified  in  section  445 
after  the  application  of  the  rules  pre¬ 
scribed  in  paragraph  (a)  (2)  (iii)  of 
this  section.  In  applying  the  rules  of 
paragraph  (a)  (2)  (iii)  of  this  section, 
there  shall  be  available  to  the  acquiring 
corporation  in  determining  its  average 
base  period  net  income  under  section 
445  only  such  portion  of  each  item  of  the 
component  corporation’s  experience 
prior  to  the  transaction  as  is  allocable 
to  the  properties  of  such  component  cor¬ 
poration  transferred  to  the  acquiring 
corporation.  Such  portion  shall  be  de¬ 
termined  in  a  manner  consistent  with 
that  used  in  the  allocation  to  the  ac¬ 
quiring  corporation  under  section  462 
(i)  and  §  40.462-9  of  the  excess  profits 
net  income  of  the  component  corpora¬ 
tion.  For  the  purpose  of  the  computa¬ 
tions  under  section  445  (see  §  40.445-2), 
the  taxable  year  of  the  acquiring  corpo¬ 
ration  in  which  it  is  deemed  to  have 
commenced  business  under  section  461 
(d)  (see  §  40.461-4)  and  its  two  imme¬ 
diately  succeeding  taxable  years  shall  be 
considered  to  be  its  first  three  taxable 
years. 

(3)  For  special  rules  with  respect  to 
a  Part  II  transaction  described  in  sec¬ 
tion  461  (a)  (1)  (E)  involving  a  transfer 
to  an  acquiring  corporation  not  created 
incident  to  the  transaction,  or  involving 
a  transfer  by  more  than  one  component 
corporation  to  an  acquiring  corporation, 
see  §  40.461-7  (b). 

§  40.462-8  Application  of  section  446 — 
(a)  Part  II  transactions  other  than  a 
transaction  described  in  section  461  (a) 
(I)  (E).  (1)  In  the  case  of  a  Part  II 

transaction  other  than  a  transaction 
described  in  section  461  (a)  (1)  (E), 
which  occurred  prior  to  the  close  of  the 
base  period  of  the  acquiring  corporation, 
the  acquiring  corporation  shall  be  en¬ 
titled  to  compute  its  average  base  period 
net  income  under  section  446  if  the  re¬ 
quirements  of  such  section  are  satisfied 
after  the  application  of  the  rules  pro¬ 
vided  in  §  40.462-3  (b)  and  (d). 

(2)  An  acquiring  corporation  shall 
also  be  entitled  to  apply  section  446  to 
the  extent  provided  in  §  40.462-3  (c) ,  re¬ 
lating  to  a  Part  II  transaction  involving 
corporations  each  of  which  was  pre¬ 
viously  entitled  to  the  benefits  of  section 
442  (d),  443,  444.  445,  or  446. 

(b)  Part  II  transactions  described  in 
section  461  (a)  (I)  (E).  (1)  In  the  case 

of  a  Part  II  transaction  described  in 
section  461  (a)  (1)  (E),  the  acquiring 
corporation  shall  be  entitled  to  compute 
its  average  base  period  net  income  under 
section  446  only — 

(i)  To  the  extent  provided  in  §  40.462-3 
(c) ;  or 

(ii)  If  the  transaction  occurred  dur¬ 
ing  the  base  period  of  the  acquiring  cor¬ 
poration,  and  if  the  acquiring  corpora¬ 


tion  qualifies  under  section  446  after  the 
application  of  the  rules  prescribed  in 
§  40.462-3  (b)  and  (e). 

(2)  For  special  rules  with  respect  to 
a  Part  II  transaction  described  in  section 
461  (a)  (1)  (E)  involving  a  transfer  to 
an  acquiring  corporation  not  created  in¬ 
cident  to  the  transaction,  or  involving 
a  transfer  by  more  than  one  component 
corporation  to  an  acquiring  corporation, 
see  §  40.461-7  (b). 

§  40.462-9  Allocation  rules  in  the  case 
of  Part  II  transactions  described  in  sec¬ 
tion  461  (a)  (J)  (E) — (a)  General  rule. 

(1)  In  the  case  of  a  Part  II  transaction 
described  in  section  461  (a)  (1)  (E)  (that 
is,  a  transaction  in  which  a  part,  as  dis¬ 
tinguished  from  all  or  substantially  all, 
of  the  properties  of  a  component  cor¬ 
poration  is  transferred  to  an  acquiring 
corporation,  or  in  which  all  or  substan¬ 
tially  all  of  the  properties  of  a  com¬ 
ponent  corporation  are  transferred  to  .. 
two  or  more  acquiring  corporations), 
the  base  period  experience  of  the  com¬ 
ponent  corporation  immediately  prior  to 
the  transaction  is  allocated  among  the 
corporations  in  business  after  the  trans¬ 
action  in  proF>ortion  to  the  ratio  that  the 
fair  market  value  of  the  properties  of 
the  component  corporation  which  are 
held  immediately  after  the  transaction 
by  each  of  the  corporations  which  were 
parties  to  the  transaction,  bears  to  the 
fair  market  value  of  the  total  assets  of 
the  component  corporation  as  they  ex¬ 
isted  immediately  prior  to  the  transac¬ 
tion.  This  general  rule  of  allocation  is 
used  in  determining  that  part  of  the 
excess  profits  net  income,  or  substitute 
excess  profits  net  income  if  computed 
under  section  442  (c) ,  of  the  component 
corporation  for  any  month  prior  to  the 
transaction  which  may  be  used  after  the 
transaction  by  a  surviving  component 
corporation  or,  in  recomputing  its  excess 
profits  net  income  under  section  462  (b), 
by  the  acquiring  corporation  subject, 
for  the  taxable  year  of  the  transaction, 
to  the  principles  described  in  §  40.461-3 
(c).  This  rule  of  allocation  is  also  used 
in  determining  that  portion  of  an  alter¬ 
native  average  base  period  net  income 
determined  under  sections  442  (d),  443, 
444,  445,  or  446,  to  which  the  component 
corporation  w'as  entitled  immediately 
prior  to  the  transaction  which  may  be 
availed  of  by  the  acquiring  corporation 
under  the  rules  set  forth  in  §§  40.462-3 
to  40.462-8,  inclusive.  This  rule  is  also 
applied  wherever  it  is  appropriate  under 
such  sections  to  allocate  some  particular 
item  of  the  component  corporation’s 
base  period  experience  prior  to  the  Part 
II  transaction,  for  example,  its  total 
assets,  gross  receipts,  gross  income,  pay¬ 
roll,  or  net  income.  For  rules  of  alloca¬ 
tion  as  to  net  capital  additions  or 
reductions,  see  section  463  and  §  40.463-1, 
and  as  to  base  period  capital  additions, 
see  section  464  and  §  40.464-1. 

(2)  For  the  purpose  of  subparagraph 
(1)  of  this  paragraph,  a  determination 
of  the  fair  market  value  of  the  properties 
of  the  component  corporation  immedi¬ 
ately  prior  to  the  transaction  described 
in  section  461  (a)  (1)  (E)  and  the  fair 
market  value  of  the  properties  of  the 
component  corporation  held  after  the 
transaction  by  each  of  the  corporations 
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which  are  parties  to  the  transaction,  may 
be  made  by  agreement  between  all  per¬ 
sons  (corporate  or  otherwise)  which  are 
parties  to  the  transaction,  where  the 
Commissioner  agrees  thereto.  The  fol¬ 
lowing  rules  are  applicable  to  any  such 
agreement; 

(i)  The  agreement  shall  be  in  writing, 
shall  fully  describe  the  transaction  in¬ 
volved,  shall  set  forth  in  detail  the  facts 
upon  which  the  parties  rely  in  the  deter¬ 
mination  of  the  fair  market  value  of  the 
properties,  and  shall  be  signed  by  each 
party  to  the  Part  II  transaction. 

(ii)  Subject  to  subsequent  approval  by 
the  Commissioner,  a  taxpayer  which  has 
made  such  an  agreement  may  compute 
its  tax  on  its  return  pursuant  to  such 
agreement,  providing  that  the  original 
agreement  (or  a  duplicate  original)  is 
attached  to  the  return.  If  the  return  is 
filed  prior  to  the  agreement,  the  original 
agreement  (or  a  duplicate  original)  shall 
be  attached  to  a  claim  for  refund  if  the 
application  of  the  agreement  results  in 
an  overpayment,  or  to  an  amended  re¬ 
turn  if  the  application  of  the  agreement 
does  not  result  in  an  overpayment. 

(hi)  In  any  case  in  which  such  an 
agreement  is  approved  by  the  Commis¬ 
sioner,  the  fair  market  value  of  the  prop¬ 
erties  and  the  allocation  of  the  excess 
profits  net  income  or  average  base  period 
net  income  determined  in  such  agree¬ 
ment  shall  be  binding  upon  all  parties  to 
such  agreement  for  the  taxable  year  for 
which  the  determination  is  made  and  for 
all  subsequent  taxable  years. 

(3)  In  no  case  shall  the  aggregate  of 
the  allocated  portions  of  the  excess 
profits  net  income  be  in  excess  of  100  per¬ 
cent  of  the  excess  profits  net  income  of 
the  component  corporation  immediately 
prior  to  the  transaction.  Similarly,  the 
aggregate  of  the  allocated  portions  of  the 
average  base  period  net  income  shall  not 
exceed  ICO  percent  of  the  average  base 
period  net  income  of  the  component  cor¬ 
poration  immediately  prior  to  the  trans¬ 
action.  This  limitation  shall  apply  in 
the  case  of  any  other  item  which  is  al¬ 
located  among  the  parties.  . 

(b)  Alternative  rule.  (1)  In  lieu  of 
the  allocation  provided  in  paragraph  (a) 
of  this  section,  based  on  the  fair  market 
value  of  the  properties,  an  allocation  of 
base  period  experience  may  be  made  on 
the  basis  of  the  actual  base  period  ex¬ 
perience  of  the  properties  transferred  to 
the  acquiring  corporation  and  of  the 
properties  retained  by  the  component 
corporation,  if  all  the .  parties  to  the 
transaction  agree  thereto  and  if  it  is 
established  to  the  satisfaction  of  the 
Commissioner  that  such  an  allocation 
fairly  represents  an  identifiable  base  pe¬ 
riod  experience  of  each  such  group  of 
tfssets  transferred  or  retained.  The  fol¬ 
lowing  rules  are  applicable  to  any  such 
agreement: 

(i)  The  agreement  shall  be  in  writing, 
shall  fully  describe  the  transaction  in¬ 
volved,  shall  set  forth  in  detail  the  facts 
upon  which  the  taxpayers  rely  in  the 
determination  of  the  base  period  ex¬ 
perience  of  the  properties  transferred  or 
retained  and  in  the  determination  of  the 
allocations  based  thereon,  and  shall  be 
signed  by  each  party  to  the  Part  II  trans¬ 
action. 
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(ii)  The  alternative  rule  of  allocation 
shall  only  be  available  where  the  trans¬ 
ferred  assets  and  the  retained  assets 
each  constituted,  at  all  times  involved 
in  such  allocations,  a  going  business  unit 
for  which  adequate  and  separate  records 
were  maintained. 

(iii)  Subject  to  subsequent  approval 
by  the  Commissioner,  a  taxpayer  which 
has  made  such  an  agreement  may  com¬ 
pute  its  tax  on  its  return  pursuant  to 
such  agreement,  providing  that  the  orig¬ 
inal  agreement  (or  a  duplicate  original) 
is  attached  to  the  return.  If  the  return 
is  filed  prior  to  the  agreement,  the  orig¬ 
inal  agreement  (or  a  duplicate  original) 
shall  be  attached  to  a  claim  for  refund  if 
the  application  of  the  agreement  results 
in  an  overpayment,  or  to  an  amended 
return  if  the  application  of  the  agree¬ 
ment  docs  not  result  in  an  overpayment. 

(iv)  In  any  case  in  which  such  an 
agreement  is  approved  by  the  Commis¬ 
sioner,  the  allocations  of  base  period  ex¬ 
perience  determined  in  such  agreement 
shall  be  binding  upon  all  parties  to  such 
agreement  for  the  taxable  year  for  which 
the  determination  is  made  and  for  all 
subsequent  taxable  years. 

(2)  In  no  case  shall  the  aggregate  of 
the  allocated  portions  of  the  excess  prof¬ 
its  net  income  or  average  base  period  net 
income  exceed  100  percent  of  the  excess 
profits  net  income  or  average  base  period 
net  income,  as  the  case  may  be,  of  the 
component  corporation  immediately 
prior  to  the  transaction,  unless  the  com¬ 
ponent  corporation  is  a  partnership  and 
the  transaction  occurred  before  Decem¬ 
ber  1,  1950.  Thus,  only  in  the  case  of  a 
partnership  may  more  than  100  percent 
of  the  excess  profits  net  income  of  the 
component  corporation  be  allocated  to 
one  party  to  the  transaction  by  reason  of 
a  deficit  in  excess  profits  net  income  allo¬ 
cable  to  another  party  to  the  transaction. 

§  40.462-10  Limitations  under  section 
462  (?)  (1)  in  case  of  certain  stock  ac¬ 
quisitions — (a)  In  general.  (1)  Section 
462  (j)  (1)  is  designed  to  prevent  certain 
duplications  in  base  period  income  and 
transferred  capital  additions  and  reduc¬ 
tions  in  certain  cases  where  after  De¬ 
cember  31,  1945,  assets  of  the  taxpayer 
(or  of  a  corporation  which  later  becomes 
its  component)  are  transferred  for  stock 
in  another  corporation  which  later  be¬ 
comes  a  component  of  the  taxpayer. 
Section  462  (j)  (1)  contemplates  that, 
after  the  Part  II  transaction,  the  compo¬ 
nent  corporation’s  excess  profits  net  in¬ 
come  (including  its  excess  profits  net 
income  determined  under  section  462  (c) 
(1)  (B)  or  (d)  (2)  (B) ),  attributable  to 
the  acquired  stock,  for  any  month  or 
part  thereof  before  the  acquisition  of  its 
stock  shall  be  excluded  in  determining 
the  taxpayer’s  average  base  period,  net 
Income  with  reference  to  the  recomputa¬ 
tions  provided  under  Part  II.  Similar 
exclusions  are  set  forth  in  paragraph  (d) 
of  this  section,  with  respect  to  other 
items  involved  in  such  recomputations 
of  the  base  period  experience  of  the  com¬ 
ponent  corporation.  The  adjustment 
under  section  462  (j)  (1)  shall  be  made 
In  the  cases  described  in  this  section,  and 
in  all  other  cases  to  which  section  462 
(j)  (1)  may  be  applicable,  in  the  manner 
consistent  with  the  principles  underlying 
such  described  cases. 


(2)  Except  to  the  extent  duplication 
of  experience  occurs,  no  adjustment  is 
necessary  under  section  462  (j)  (1)  if, 
in  view  of  all  the  circumstances  of  the 
transaction  in  which  the  stock  of  the 
component  corporation  is  acquired,  it  is 
determined  that  no  assets  have  left  t’ne 
group  as  a  result  of  the  transaction;  for 
example — 

(i)  Where  stock  of  the  componept 
corporation  is  acquired  directly  from  the 
component  corporation; 

(ii)  Where  stock  of  the  component 
corporation  is  acquired  through  the  use 
of  money  obtained,  for  the  purpose  of 
such  acquisition,  through  a  bona  fide 
increase  in  the  capital  structure 
(whether  equity  or  borrowed)  of  the 
acquiring  corporation,  as  in  a  case  in 
which  the  acquiring  corporation,  for  the 
purpose  of  the  acquisition,  issued  stock 
or  bonds  for  cash  which  it  used  to 
acquire  the  stock  of  the  component 
corporation. 

(3)  The  rules  for  the  application  of 
section  462  (j)  (D  for  the  purpose  of 
computing  under  Part  II  any  average 
base  period  net  income  under  the  gen¬ 
eral  average  method  (see  section  435 

(d)  and  section  462  (a)),  under  the 
alternative  based  on  growth  (see  sect’on 
435  (e)  and  section  462  (c) ).  and  under 
sections  442  through  446  and  462  (d) 
through  (h)  (see  §§  40.462-3  through 
40,462-8)  are  set  forth  in  this  section. 
As  to  determination  of  excess  profits  net 
income  for  the  purpose  of  section  462 
(b)  (2)  (for  any  vacant  month)  under 
the  limitations  of  section  462  (j)  (1) ,  see 
§  40  462-1  (b)  (3)  (ii).  As  to  adjust¬ 
ment  under  section  462  (j)  (D  of  the 
net  capital  addition  or  reduction,  see 
§  40.463-1  (e) ,  and  as  to  adjustment  un¬ 
der  section  462  (j)  (1)  of  the  base  period 
capital  addition,  see  §  40.464-1  (e).  For 
treatment  of  cases  involving  sections  442 
through  446  and  section  462  (d)  through 
(h),  see  paragraph  (d)  of  this  section. 

(b)  Examples.  The  general  applica¬ 
tion  of  section  462  (j)  (1)  for  the  pur¬ 
pose  of  section  435  (d)  or  (e)  may  be 
illustrated  by  the  following  examples: 

Example  (1).  The  A  Corporation  and  the 
B  Corporation  commenced  business  before 
January  1,  1946,  and  make  their  income  tax 
returns  on  the  calendar  year  basis.  The  A 
Corporation  sold  certain  assets  for  cash,  and 
on  January  1,  1947,  it  used  such  cash  to 
purchase  all  of  the  stock  of  the  B  Corpora¬ 
tion  from  the  stockholders  of  the  B  Corpora¬ 
tion.  On  December  31,  1949,  the  A  Corpora¬ 
tion  acquired  all  of  the  assets  of  the  B  Cor¬ 
poration  in  a  Part  II  transaction.  In  deter¬ 
mining  the  A  Corporation’s  average  base 
period  net  Income  under  section  435  (d)  or 

(e) ,  the  excess  profits  net  income  (or  deficit) 
of  the  A  Corporation  will  be  determined  un¬ 
der  section  462  (b)  without  regard  to  the 
excess  profits  net  income  (or  deficit)  of  the 
B  Corporation  for  1946. 

Example  (2).  The  C  Corporation  and  the 
D  Corporation  commenced  business  before 
January  1,  1946,  and  make  their  Income  tax 
returns  on  the  calendar  year  basis.  The  C 
Corporation  sold  certain  assets  for  cash,  and 
on  January  1,  1951,  it  used  such  cash  to  pur¬ 
chase  all  of  the  stock  of  the  D  Corporation 
from  the  stockholders  of  the  D  Corporation. 
On  December  31,  1951,  the  C  Corporation 
acquired  all  of  the  assets  of  the  D  Corpora¬ 
tion  in  a  Part  II  transaction.  In  applying 
section  462  (b)  or  (c)  in  determining  the 
average  base  period  net  income  of  the  C  Cor¬ 
poration,  section  462  (j)  (1)  requires  the  ex¬ 
clusion  of  the  D  Corporation’s  entire  expert- 
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ence  for  the  base  period,  and  also  for  the 
additional  period  up  to  June  30,  1950,  for 
certain  cases  under  section  435  (e).  The 
D  Corporation’s  base  period  capital  addition 
and  its  net  capital  addition  or  reduction  for 
1950  are  also  required  to  be  excluded.  See 
J§  40.463-1  and  40.464-1. 

Example  (3).  The  E  Corporation  com¬ 
menced  business  before  January  1,  1946,  and 
makes  its  income  tax  returns  on  the  calendar 
year  basis.  The  F  Corporation  was  organized 
on  January  10,  1948.  On  January  15,  1948, 
the  F  Corporation  issued  its  stock  and  bonds 
for  cash,  and  on  the  same  day,  it  used  such 
cash  to  acquire  all  of  the  stock  of  the  E  Cor¬ 
poration  from  the  stockholders  of  the  E  Cor¬ 
poration.  On  January  1,  1951,  the  F  Corpo¬ 
ration  acquired  all  of  the  assets  of  the  E 
Corporation  in  a  Part  II  transaction.  In 
determining  the  F  Corporation’s  average  base 
period  net  income  under  section  435  (d)  or 
(e),  based  on  a  recomputation  of  its  excess 
profits  net  income  under  section  452  (b), 
section  462  ( j )  ( 1 )  does  not  require  the 
elimination  of  any  part  of  the  excess  profits 
net  income  (or  deficit)  of  the  E  Corporation 
for  any  part  of  its  base  period.  See  para¬ 
graph  (a)  (2)  of  this  section.  Under  section 
464,  however,  the  F  Corporation  will  not  be 
allowed  any  base  period  capital  addition  for 
the  cash  paid  in  for  its  stock  and  bonds 
which  was  used  in  acquiring  the  stock  of 
the  E  Corporation.  See  §  40.464-1. 

Example  (4).  The  G  Corporation  com¬ 
menced  business  before  January  1,  1946. 
The  H  Corporation  was  organized  on  Janu¬ 
ary  15,  1948,  and  on  the  same  day  it  issued 
Its  capital  stock  to  the  G  Corporation  in 
return  for  cash  which  was  previously  used 
by  the  G  Corporation  in  its  business. 
Shortly  thereafter  the  H  Corporation  ac¬ 
quired  the  stock  of  the  I  Corporation  from 
the  stockholders  of  the  I  Corporation  in 
return  for  the  cash  received  from  the  G  Cor¬ 
poration.  The  I  Corporation  had  commenced 
business  before  January  1,  1946.  Each  cor¬ 
poration  makes  its  income  tax  returns  on 
the  calendar  year  basis.  On  January  1,  1950, 
the  G  Corporation  acquired  all  of  the  assets 
of  the  H  Corporation  and  of  the  I  Corpora¬ 
tion  in  a  Part  II  transaction.  In  determin¬ 
ing  the  G  Corporation’s  average  base  period 
net  income  under  section  435  (d)  or  435 
(e),  based  on  a  recomputation  of  its  excess 
profits  net  income  under  section  462  (b), 
section  462  (J)  (1)  requires  the  exclusion 
of  the  excess  profits  net  income  (or  deficit) 
of  the  I  Corporation  for  1946  and  1947.  A 
similar  exclusion  applies  with  respect  to  the 
H  Corporation.  See  §  40.462-1  (b)  (3)  (ii). 
Under  section  404,  the  H  Corporation  will 
not  be  allowed  any  ba.se  period  capital  ad¬ 
dition  for  the  money  paid  in  by  the  G  Cor¬ 
poration  in  return  for  the  stock  of  the  H 
Corporation.  See  §  40 .464-1. 

(cl  Special  rules — (1)  Partial  acquisi- 
fions  of  stock.  In  cases  in  which  the 
taxpayer  does  not  at  one  time  or  at  any 
time  prior  to  the  Part  II  transaction  ac¬ 
quire  all  of  the  other  corporation’s  stock, 
only  that  part  of  the  component  corpo¬ 
ration’s  base  period  experience  before  the 
acquisition  which  is  attributable  to  the 
stock  so  acquired  is  to  be  excluded  in 
computing  the  taxpayer’s  average  base 
period  net  income  under  section  435  (d) 
or  <e),  based  on  a  recomputation  of  its 
excess  profits  net  income  under  section 
462  (bi.  In  cases  in  which  the  compo¬ 
nent  corporation  had  a  fixed  number  of 
shares  of  only  one  class  of  stock  out¬ 
standing  at  all  times  prior  to  the  Part 
II  transaction,  the  portion  of  the  com¬ 
ponent  corporation’s  experience  to  be 
excluded  under  section  462  (j)  (1)  with 
respect  to  any  part  of  the  |?ase  period 
(and  of  the  additional  period  through 
June  30,  1950,  in  certain  cases  under 


section  435  (e) ) ,  prior  to  the  day  of  any 
such  acquisition  is  an  amount  which 
bears  the  same  ratio  to  the  whole  of  the 
component  corporation’s  experience  for 
such  part  of  such  period  as  the  number 
of  shares  of  such  stock  acquired  by  the 
taxpayer  after  such  part,  and  not  dis¬ 
posed  of  prior  to  the  Part  II  transaction, 
bears  to  the  aggregate  number  of  such 
shares  outstanding  at  the  time  of  the 
acquisition  of  such  stock.  If  any  of  such 
shares  of  stock,  whether  acquired  before 
or  after  the  beginning  of  the  base  pe¬ 
riod,  were  disposed  of  prior  to  the  Part 
II  transaction,  the  shares  disposed  of 
shall,  for  the  purpose  of  this  computa¬ 
tion,  be  deemed  to  be  those  most  recent¬ 
ly  acquired.  The  adjustment  under  sec¬ 
tion  462  (j)  (1)  in  cases  described  in 
this  paragraph  may  be  illustrated  by  the 
following  examples: 

Example  (2).  The  J  Corporation  and  the 
K  Corporation  commeiiced  business  before 
January  1,  1946,  and  make  their  income  tax 
returns  on  the  calendar  year  basis.  The 
outstanding  capital  stock  of  the  K  Corpora¬ 
tion  consists  of  1,000  shares,  all  of  one  class. 
On  January  1,  1947,  tne  J  Corporation  pur¬ 
chased  for  cash  510  shares  of  such  stock  from 
the  stockholders  of  the  K  Corporation.  The 
purchase  was  not  of  a  type  described  in  para¬ 
graph  (a)  (2)  of  this  section.  On  December 
31,  1951,  the  J  Corporation  Issued  stock  in 
exchange  for  the  balance  of  the  stock  of  the 
K  Corporation  and  acquired  all  of  the  assets 
of  the  K  Corporation  in  a  Part  II  transaction. 
For  the  purpose  of  computing  the  J  Corpo¬ 
ration’s  average  base  period  net  income  un¬ 
der  section  435  (d)  or  (e),  based  on  a  re¬ 
computation  of  its  excess  profits  net  income 
under  section  462  (b),  51  percent  of  the  K 
Corporation’s  excess  profits  net  Income  (or 
deficit)  for  1946  is  to  be  excluded  under  sec¬ 
tion  462  (J)  (1). 

Example  (2) .  Assume  the  same  facts  as  in 
example  (1),  above,  and  the  additional  fact 
that  on  January  1,  1948,  the  J  Corporation 
purchased  for  cash  (which  purchase  was  not 
of  the  type  described  in  paragraph  (a)  (2) 
of  this  section)  340  additional  shares  of  tire 
K  Corporation  from  the  stockholders  of  the 
latter,  making  its  total  stock  holding  in  the 
K  Corporation  850  shares  prior  to  the  issu¬ 
ance  of  the  J  Corporation’s  own  stock  for 
the  balance  of  the  stock  of  the  K  Corporation 
and  prior  to  the  Part  II  transaction.  There 
shall  be  excluded  under  section  462  (J)  (1) 
an  amount  equal  to  85  percent  (51  percent 
plus  34  percent)  of  the  K  Corporation’s  ex¬ 
cess  profits  net  Income  (or  deficit)  for  1946 
and  34  percent  of  its  excess  profits  net  in¬ 
come  (or  deficit)  for  1947. 

Jxample  (3).  Assume  the  same  facts  as  In 
example  (2)  above,  and  the  additional  fact 
that  on  January  1,  1949,  the  J  Corporation 
sold  350  shares  of  the  K  Corporation’s  stock 
to  various  individuals.  Accordingly,  im¬ 
mediately  prior  to  the  issuance  of  the  J 
Corporation’s  own  stock  for  the  balance  of 
the  stock  of  the  K  Corporation  and  prior  to 
the  Part  II  transaction,  the  J  Corporation 
will  own  500  shares  of  the  stock  of  the  K 
Corporation  acquired  for  assets  since  Decem¬ 
ber  31,  1945.  Therefore,  50  percent  of  the  K 
Corporation’s  excess  profits  net  income  (or 
deficit)  for  1946  will  be  excluded  under 
section  462  (j)  (1).  No  portion  of  such 
experience  for  1947,  1948,  or  1949  will  be 
excluded  since  the  350  shares  sold  are  pre¬ 
sumed  to  include  all  of  the  340  shares  ac¬ 
quired  on  January  1,  1948  (as  in  example 
(2)),  and  only  10  shares  of  the  510  shares 
acquired  on  January  1,  1947. 

Example  (4).  Assume  the  same  facts  as 
In  example  (1),  (2),  and  (3),  except  that  the 
original  acquisition  of  510  shares  of  the  K 
Corporation’s  stock  occurred  prior  to  Janu¬ 
ary  1.  1946.  No  adjustment  will  be  necessary 
under  section  462  (J)  (1)  because  the  350 


shares  disposed  of  on  January  1,  1949,  are 
deemed  to  be  out  of  the  most  recently  ac¬ 
quired  shares,  including  in  this  case  all  of 
the  shares  acquired  since  December  31,  1945, 
that  is,  the  340  shares  acquired  on  January 
1,  1948. 

(2)  More  than  one  class  of  stock. 
Where  the  corporation  whose  stock  is 
acquired  has  at  the  time  of  such  ac¬ 
quisition  more  than  one  class  of  stock 
outstanding  and  the  taxpayer  does  not, 
prior  to  the  Part  II  transaction,  acquire 
all  of  the  stock  of  all  classes  for  assets 
(other  than  its  own  stock),  the  exper¬ 
ience  for  the  base  period  (and  for  the 
additional  period  through  June  30,  1950, 
in  certain  cases  under  section  435  (e) ) 
of  the  component  corporation  which  is 
to  be  excluded  under  section  462  (j)  (1) 
must  be  determined  upon  the  basis  of 
the  earnings  which  may  be  attributed 
to  each  class  of  stock.  Where  preferred 
stock  is  nonvoting  and  is  also  limited 
and  preferred  as  to  dividends,  the  base 
period  excess  profits  net  income  may  be 
allocated  first  to  the  preferred  stock  on 
the  basis  of  the  prescribed  dividend  rate 
per  share.  If  the  only  other  class  is 
common  stock,  the  balance  of  such  ex¬ 
cess  profits  net  income  may  be  allocated 
to  the  common  stock.  The  portion  of 
such  base  period  excess  profits  net  in¬ 
come  which  is  attributable  to  the  stock 
owned  by  the  acquiring  corporation  is 
that  portion  of  such  base  period  excess 
profits  net  income  allocated  to  the  class 
to  which  such  stock  belongs  proportion¬ 
ate  to  the  number  of  shares  of  such 
class  acquired  by  the  acquiring  corpora¬ 
tion  after  December  1945.  This  rule 
may  be  illustrated  by  the  following  ex¬ 
ample: 

Example.  The  L  Corporation  commenced 
business  before  January  1,  1946,  and  makes 
its  income  tax  returns  on  the  calendar  year 
basis.  It  has  hod  outstanding  at  all  times 
the  following  shares:  5,000  shares  of  non- 
voting  preferred  stock  of  a  par  value  of  $103 
per  share,  limited  and  preferred  as  to  di¬ 
vidends  to  the  extent  of  $6  per  share  an¬ 
nually;  and  10,000  shares  of  no-par  value 
common  stock  possessing  sole  voting  power. 

On  January  1,  1948,  the  M  Corporation 
purchased  for  cash  (which  purchase  was  not 
of  a  type  described  in  (a)  (2),  above)  6,000 
shares  of  the  L  Corporation’s  common  fetock 
from  the  stockholders  of  the  L  Corporation. 
The  excess  profits  net  income  of  the  L  Cor¬ 
poration  for  1946  and  1947  was  $100,000  each 
year.  Of  this  amount,  $30,000,  representing 
the  prescribed  dividend  rate  of  $6  a  share  on 
5,000  shares,  is  allocable  to  the  preferred 
stock.  Of  the  balance  of  $70,000  which  is 
allocable  to  the  common  stock,  60  percent 
(the  ratio  of  the  6,000  shares  of  common 
stock  acquired  by  the  M  Corporation  since 
December  31,  1945,  to  the  total  of  10,000 
shares  of  such  stock  outstanding) ,  or  $42,000, 
will  be  considered  attributable  to  the  stock 
so  acquired  by  the  M  Corporation.  There¬ 
fore,  if  the  M  Corporation  subsequently 
acquired  all  of  the  assets  of  the  L  Corpora¬ 
tion  in  a  Part  II  transaction  (no  stock  of 
the  L  Corporation  having  been  purchased  or 
disposed  of  in  the  interval),  $42,000  of  the 
L  Corporation’s  excess  profits  net  income  for 
1946  and  1947  is  to  be  excluded  under  section 
462  (j)  (1)  in  computing  the  average  base 
period  nbt  income  of  the  M  Corporation  un¬ 
der  section  435  (d)  or  (e),  based  on  a  re¬ 
computation  of  its  excess  profits  net  income 
under  section  462  (b).  If  the  L  Corporation 
had  a  deficit  in  Excess  profits  net  income  for 
either  1946  or  1947,  or  for  both,  such  deficit 
would  be  considered  attributable  solely  to 
the  common  stock  for  purposes  of  deterinin- 
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Ing  the  portion  to  be  excluded  under  section 
462  (J)  (1). 

(3)  Stock  acquisition  during  year.  If 
the  acquisition  of  stock  by  the  acquiring 
corporation  occurs  during  a  taxable  year 
of  the  component  corporation,  which 
taxable  year  is  a  factor  in  determining 
the  base  period  experience  of  the  com¬ 
ponent  corporation,  the  exclusion  re¬ 
quired  by  section  462  (j)  (1)  will  apply, 
after  the  determination  of  the  amount 
of  the  component  corporation’s  excess 
profits  net  income  (or  deficit)  for  each 
month  of  such  taxable  year,  to  the 
amount  so  determined  for  each  month 
prior  to  the  acquisition,  and,  in  the  case 
of  the  month  in  which  the  acquisition 
was  made,  will  apply  to  the  part  of  the 
amount  for  such  month  proportionate  to 
the  number  of  days  of  such  month  prior 
to  the  date  of  the  acquisition.  In  the 
case  of  an  acquisition  of  stock  in  the 
same  taxable  year  in  which  the  Part  II 
transaction  occurred,  see  §  40.461-3  (c) 
for  the  principles  applicable  to  the  de¬ 
termination  of  the  excess  profits  net 
income  (or  deficit)  for  the  taxable  year 
and  for  each  month  thereof. 

Example.  Corporation  N  and  Corporation 
O  commenced  business  before  January  1, 
1946,  and  make  their  income  tax  returns  on 
the  calendar  year  basis.  Corporation  N  pur¬ 
chased  all  of  the  stock  of  Corporation  O 
from  the  latter’s  stockholders  on  July  12, 
1948,  in  a  transaction  to  which  section  462 
(J)  (1)  is  applicable,  and  on  December  31, 
1952,  it  acquired  all  of  the  assets  of  Corpora¬ 
tion  O  in  a  Part  II  transaction.  The  excess 
profits  net  income  (or  deficit)  of  Corporation 
O  for  each  month  in  1948  is  first  determined 
without  regard  to  the  exclusion  required  by 
section  462  (J)  (1).  Under  sections  462  (J) 
(1),  the  excess  profits  net  income  (or  deficit) 
of  Corporation  O  for  1946,  for  1947,  and  for 
each  month  in  1948  prior  to  July  is  not  avail¬ 
able  to  Corporation  N.  Similarly,  there  is 
not  available  to  Corporation  N  so  much  of 
the  excess  profits  net  income  (or  deficit)  of 
Corporation  O  for  July  1948  as  the  number 
of  days  prior  to  the  data  of  the  acquisition 
is  of  the  total  number  of  days  in  such  month 
(11/31  of  the  excess  profits  net  income  (or 
deficit)  for  July). 

(4)  Stock  acquired  for  stock.  Sec¬ 
tion  462  (j)  (1)  does  not  apply  where 
stock  of  one  corporation  is  acquired  by 
another  corporation  solely  in  exchange 
for  the  latter’s  stock.  In  case  stock  is 
acquired  in  exchange  partly  for  the 
acquiring  corporation’s  own  stock  and 
partly  for  other  property,  section  462 
(j)  (1)  is  applicable  only  to  the  extent 
that  the  acquisition  is  attributable  to 
such  other  property.  Stock  which  has, 
in  the  hands  of  the  taxpayer,  a  basis 
determined  with  reference  to  the  basis 
of  stock  previously  acquired  by  the  issu¬ 
ance  of  the  taxpayer’s  own  stock  shall 
be  considered  as  having  been  acquired 
in  consideration  of  the  issuance  of  the 
taxpayer’s  own  stock.  These  rules  may 
be  illustrated  by  the  following  examples : 

Example  (1).  Corporation  P  acquires, 
after  December  31,  1945,  stock  in  Corpora¬ 
tion  Q  in  exchange  solely  for  the  stock  of 
Corporation  P.  In  a  subsequent  nontaxable 
r'*organization.  Corporation  P  receives  new 
shares  of  Corporation  Q  in  exchange  for  the 
original  shares.  If  the  new  shares  take  the 
basis  of  the  original  shares,  the  new  shares 
are  considered,  for  the  purpose  of  section 
^62  (J)  (1),  to  have  been  acquired  for  the 
stock  of  Corporation  P,  and  such  section  is 
Inapplicable, 


Example  (2).  Corporations  R  and  S  com¬ 
menced  business  before  January  1,  1946.  On 
January  1,  1947,  Corporation  R  acquired  all 
of  the  stock  of  Corporation  S  from  the  lat¬ 
ter’s  stockholders  in  exchange  for  stock  of 
Corporation  R.  On  January  1,  1948,  in  a 
nontaxable  reorganization.  Corporation  T 
was  organized  and  acquired  all  the  assets 
of  Corporation  S  in  exchange  for  Corpora¬ 
tion  T’s  stock.  In  connection  with  this  re¬ 
organization,  Corporation  R  exchanged  its 
stock  in  Corporation  S  for  all  of  the  stock 
In  Corporation  T,  and  Corporation  S  was 
dissolved.  On  December  31,  1949,  Corpora¬ 
tion  R  acquired  all  of  the  assets  of  Corpora¬ 
tion  T  in  a  Part  II  transaction.  For  the  pur¬ 
pose  of  section  462  (J)  (1),  the  stock  in  Cor¬ 
poration  T  acquired  by  Corporation  R  is 
regarded  as  having  been  acquired  for  its 
own  stock  and,  therefore,  no  adjustment  is 
required  under  section  462  (J)  (1). 

(5)  Multiple  components.  Section 
462  (j)  (1)  also  applies  in  cases  in 
which  a  component  corporation  (re¬ 
ferred  to  as  the  “first  corporation’’)  of 
the  taxpayer  transfers  assets  for  the 
stock  in  a  corporation  (referred  to  as  the 
“second  corporation”)  and  both  cor¬ 
porations  become  component  corpora¬ 
tions  of  the  taxpayer  (the  second  cor¬ 
poration  becoming  a  component  corpo¬ 
ration  either  directly  or  as  a  component 
corporation  of  the  first  corporation). 
The  statute  also  applies  to  any  other 
corporation  which  becomes  a  component 
corporation  of  the  taxpayer  and  which 
at  the  time  of  a  stock  acquisition  by  the 
taxpayer  or  first  corporation  (under  the 
circumstances  described  in  section  462 
(j)  (1)  (A)  or  (B)  was  connected, 
directly  or  indirectly,  through  stock 
ownership  with  the  corporation  the 
stock  of  which  was  acquired.  In  the  case 
of  such  a  corporation  connected  through 
stock  ownership,  the  statute  applies 
regardless  of  the  manner  of  acquisition  of 
the  stock  of  such  connected  corporation 
held  at  such  time  (for  example,  whether 
or  not  acquired  for  a  consideration  other 
than  the  issuance  of  stock).  The 
statute  also  applies  regardless  of  the 
date  before  such  time  that  the  corpora¬ 
tion  holding  such  stock,  directly  or 
indirectly,  acquired  such  stock  of  such 
connected  corporation.  That  is,  it  is 
immaterial  whether  the  stock  of  such 
connected  corporation  held  at  such  time 
was  acquired  before,  on,  or  after  Decem¬ 
ber  31,  1945,  as  long  as  such  stock  was 
acquired  before  the  time  the  acquisition 
of  stock  of  the  corporation  to  which  it 
was  so  connected  occurred  in  a  transac¬ 
tion  described  in  section  462  (j)  (1)  (A) 
or  (B).  In  the  case  of  any  such  cor¬ 
poration  connected  through  stock  own¬ 
ership  at  such  time,  the  amount  of  its 
excess  profits  net  income  (or  deficit) 
which  is  to  be  eliminated  under  section 
462  (j)  (1)  is  to  be  determined  by  refer¬ 
ence  to  that  part  of  such  amount  which 
is  attributable  to  the  period  prior  to 
such  time  and  which  is  attributable  to 
the  stock  held,  directly  or  indirectly, 
at  such  time,  and  not  disposed  of  there¬ 
after,  by  the  corporation  the  stock  of 
which  was  acquired  at  such  time  by  the 
taxpayer  or  first  corporation.  Such 
experience  to  be  eliminated  is  to  be 
attributed  to  the  period  prior  to  such 
time  and  to  such  stock  so  held  upon 
the  basis  of  the  principles  previously 
stated  in  this  section.  To  the  extent 
that  the  stock  of  a  corporation  (later  to 


become  a  component  corporation)  was 
not  so  held  at  such  time  but  was  sub¬ 
sequently  acquired,  after  December  31. 
1945,  by  the  taxpayer  or  another  cor¬ 
poration  (a  first  or  second  corporation) , 
for  assets  of  the  latter,  the  base  period 
experience  of  such  corporation  is  to  be 
excluded  in  accordance  with  the  rules 
previously  set  forth  in  this  section  for 
excluding  the  experience  of  a  component 
corporation  when  the  latter’s  stock  is 
acquired  after  December  31,  1945,  for 
such  assets  by  the  taxpayer.  The  appli¬ 
cation  of  these  rules  in  such  cases  is 
illustrated  by  the  following  examples : 

Example  (1).  The  U,  V,  W,  and  X  Corpo¬ 
rations  commenced  business  before  January 
1,  1946,  and  make  their  income  tax  returns 
on  the  caiendar  year  basis.  The  V  Corpo¬ 
ration  commenced  business  on  January  1, 
1945,  and  issued  all  of  its  stock  to  the  stock¬ 
holders  of  the  W  Corporation  for  the  stock 
of  the  latter.  On  January  1,  1947,  the  V 
Corporation  purchased  for  cash  (which  pur¬ 
chase  was  not  of  a  typ)e  described  in  para¬ 
graph  (a)  (2)  of  this  section)  all  of  the  stock 
of  the  X  Corporation  from  stockholders  of 
the  X  Corporation.  On  January  1,  1948,  the 
U  Corporation  purchased  for  cash  (which 
purchase  was  not  of  a  type  described  in 
paragraph  (a)  (2)  of  this  section)  all  of  the 
stock  of  the  V  Corporation  from  the  latter’s 
stockholders.  On  December  31,  1950,  the  U 
corporation  acquired  all  of  the  assets  of  the 
V,  W,  and  X  Corporations  in  a  Part  II  trans¬ 
action.  In  computing  the  average  base  pe¬ 
riod  het  income  of  the  U  Corporation  under 
section  435  (d)  or  (e),  based  on  a  recompu¬ 
tation  of  its  excess  profits  net  income  under 
section  462  (b) ,  there  is  to  be  excluded  under 
section  462  (J)  (1)  the  experience  of  the 
V,  W,  and  X  Corporations  for  1946  and  1947. 

Example  (2) .  Assume  the  same  facts  as  in 
example  (1),  above,  except  that  the  V  Cor¬ 
poration  made  the  acquisition  of  the  X  Cor¬ 
poration’s  stock  on  January  1,  1949  (after  the 
acquisition  by  the  U  Corporation  of  the  stock 
of  the  V  Corporation).  There  is  to  be  ex¬ 
cluded  under  section  462  (J)  (1)  the  experi¬ 
ence  of  both  the  V  and  W  Corporations  for 
1946  and  1947  and  the  experience  of  the  X 
Corporation  for  1946,  1947,  and  1948. 

Example  (3)  The  W,  X,  Y,  and  Z  Corpora¬ 
tions  commenced  business  in  1945  and  make 
their  Income  tax  returns  on  the  calendar 
year  basis.  In  July,  1945,  the  X  Corporation 
acquired  50  percent  of  the  stock  of  the  Y 
Corporation  from  the  stockholders  of  the 
latter.  On  January  1,  1947,  the  W  Corpora¬ 
tion  purchased  for  cash  (which  purcha.se  was 
not  of  a  type  described  in  paragraph  (a)  (2) 
of  this  section)  all  of  the  stock  of  the  X 
Corporation  from  the  latter’s  stockholders. 
On  January  1,  1948,  the  X  Corporation  simi¬ 
larly  purchased  for  cash  the  remaining  50 
percent  of  the  stock  of  the  Y  Corporation 
from  other  stockholders  of  the  latter.  On 
January  1,  1949,  the  Y  Corporation  similarly 
purchased  for  cash  all  of  the  stock  of  the  Z 
Corporation  from  the  latter’s  stockholders. 
On  December  31,  1949,  the  W  Corporation  ac¬ 
quired  all  of  the  assets  of  the  X,  Y,  and  Z 
Corporations  in  a  Part  II  transaction.  In 
computing  the  average  base  period  net  in¬ 
come  of  the  W  Corporation  under  section  435 
(d)  or  (e),  based  on  a  recomputation  of  its 
excess  profits  net  Income  under  section  462 
(b),  there  is  to  be  excluded  all  of  the  ex¬ 
perience  of  the  X  Corporation  for  1946. 
There  is  also  to  be  excluded  all  of  the  ex¬ 
perience  of  the  Y  Corporation  for  1946,  one- 
half  of  such  experience  being  excluded  be¬ 
cause  of  the  50  percent  ownership  of  its 
stock  by  the  X  Corporation  at  the  time 
the  stock  of  the  X  Corporation  was  acquired 
by  the  W  Corporation  and  the  other  half 
being  excluded  because  of  the  subsequent 
acquisition  of  the  ether  50  percent  of  the 
stock  of  the  Y  Corporation  by  the  X  Corpo- 
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ration.  One-half  of  the  experience  of  the  Y 
Corporation  for  1947  Is  also  to  be  excluded 
because  of  the  acquisition  of  one-half  of  its 
stock  on  January  1,  1948,  by  the  X  Corpora¬ 
tion.  The  entire  experience  of  the  Z  Corpo¬ 
ration  for  1946,  1947,  and  1948  is  to  be 
excluded  because  of  the  acquisition  from  the 
stockholders  of  the  Z  Corporation  on  January 
1,  1949,  of  the  stock  of  the  Z  Corporation  by 
the  Y  Corporation. 

(d)  Application  of  section  462  (?)  (1) 
for  the  purpose  of  section  462  (d) 
through  (h) — (1)  General  rule.  The 
rules  of  paragraphs  (a),  (b).  and  (c)  of 
this  section,  shall  be  applied  except  to 
the  extent  modified  by  subparagraph  (2) 
of  this  paragraph,  where  after  a  Part  II 
transaction  following  a  stock  acquisition 
covered  by  section  462  ( j )  ( 1 )  the  acquir¬ 
ing  corporation  determines  its  average 
base  period  net  income  through  the  ap¬ 
plication  of  the  provisions  of  section  462 
(d)  through  (h).  See  §§  40.462-3 
through  40.462-8. 

(2)  Special  rules,  (i)  In  applying 
5  40.462-3  (c) ,  relating  to  a  Part  II  trans¬ 
action  involving  corporations  each  of 
which  was  previously  entitled  to  the 
benefits  of  section  442  (d),  443,  444,  445, 
or  446,  no  adjustment  of  the  average  base 
period  net  income  separately  computed 
for  each  such  corporation  immediately 
prior  to  the  transaction  is  necessary 
under  section  462  (j)  (1)  if  the  stock  of 
the  component  corporation  was  acquired 
by  the  acquiring  corporation  before,  and 
was  held  by  it  on,  the  day  (or  each  day 
in  the  case  of  section  442  (d)  or  446)  for 
which  total  assets  are  determined  for 
the  purpose  of  determining  the  average 
base  period  net  income  of  the  acquiring 
corporation  separately  computed  im¬ 
mediately  prior  to  the  transaction.  If 
the  stock  is  acquired  by  the  acquiring 
corporation  after  such  day  (or  after  the 
last  of  such  days  in  the  case  of  section 
442  (d)  or  446),  the  average  base  period 
net  income  separately  computed  for  the 
component  corporation  shall  not  be 
available  to  the  acquiring  corporation  for 
the  purpose  of  §  40.462-3  <c).  If  the 
acquiring  corporation  separately  com¬ 
putes  under  section  442  (d)  or  446  its 
average  base  period  "het  income  immedi¬ 
ately  prior  to  the  transaction,  and  if  the 
stock  is  acquired  after  the  first  and  prior 
to  the  last  day  for  which  total  assets  are 
determined  for  the  purpose  of  such  com¬ 
putation  under  section  442  (d)  or  446, 
then  section  462  (j)  (1)  requires  the 
elimination  of  so  much  of  the  average 
base  period  net  income  of  the  component 
corporation  as  the  number  of  such  days, 
for  each  of  which  total  assets  are  deter¬ 
mined,  before  the  acquisition  of  the  stock 
is  to  the  total  number  of  such  days  for 
each  of  which  total  assets  are  deter¬ 
mined.  See  paragraph  (c)  (1)  of  this 
section  for  principles  applicable  under 
this  paragraph  in  the  case  of  partial 
acquisitions  of  stock,  and  see  paragraph 
(O  (5)  of  this  section  for  principles 
applicable  under  this  paragraph  in  the 
case  of  multiple  components. 

(ii)  In  applying  section  462  (d)  (2) 
(B)  in  the  case  of  an  acquiring  corpo¬ 
ration  entitled,  immediately  prior  to  the 
Part  II  transaction,  to  compute  its  aver¬ 
age  base  period  net  income  under  section 
442  (d),  the  exclusion  required  by  sec¬ 
tion  462  (j)  il)  shall  apply  to  the  excess 


profits  net  income  of  the  component  cor¬ 
poration  for  the  period  ending  on  the 
last  day,  prior  to  the  acquisition  of  the 
stock  of  the  component  corporation,  for 
which  total  assets  are  determined  for 
the  purposes  of  section  442  (d). 

(iii)  In  applying  §  40.462-4  in  the  case 
of  an  acquiring  corporation  in  a  Part 
II  transaction  occurring  during  the  base 
period  of  the  acquiring  corporation,  sec¬ 
tion  462  (j)  (1)  requires  that  the  total 
assets  computed  under  section  442  (d) 
for  any  day  prior  to  the  acquisition  of 
the  component  corporation’s  stock  shall 
be  determined  after  excluding  the  assets 
of  the  component  corporation  attribu¬ 
table  to  such  stock.  A  corresponding 
exclusion  shall  be  made  in  applying  sec¬ 
tion  442  (d)  with  respect  to  interest  paid 
or  incurred  by  the  component  corpo¬ 
ration  prior  to  the  last  such  day. 
Whether  an  abnormality  occurring  prior 
to  the  stock  acquisition  is  significant  • 
and  not  trivial  shall  be  determined  after 
applying  section  462  (j)  (1)  to  the  excess 
profits  net  income  and  the  assets  of  the 
component  corporation. 

(iv)  Section  40.462-5  (a)  (2)  and  (3), 
relating  to  the  case  of  an  acquiring  cor¬ 
poration  in  a  Part  II  transaction  occur¬ 
ring  prior  to  the  time  the  parties  to  such 
transaction  were  qualified  to  compute 
average  base  period  net  income  under 
section  443,  applies  only  where  the  ac¬ 
quisition  of  the  component  corporation’s 
stock  occurred  on  or  prior  to  the  date  for 
which  total  assets  are  determined  for  the 
purpose  of  section  443  and  §  40.462-5. 
Accordingly,  in  any  case  under 
§  40.462-5  (a)  (2)  and  (3)  no  adjust¬ 
ment  is  required  under  section  462  (j) 
(1)  in  applying  section  443  to  the  acquir¬ 
ing  corporation. 

(V)  Section  40.462-6  (a)  (1)  and  (2), 
relating  to  the  case  of  an  acquiring  cor¬ 
poration  in  a  Part  II  transaction  oc¬ 
curring  prior  to  the  time  the  parties  to 
such  transaction  were  qualified  to  com¬ 
pute  average  base  period  net  income  un¬ 
der  section  444,  applies  only  where  the 
acquisition  of  the  component  corpora¬ 
tion’s  stock  occurred  on  or  prior  to  the 
date  for  which  total  assets  are  deter¬ 
mined  for  the  purpose  of  section  444 
and  §  40.462-6.  Accordingly,  in  any  case 
under  §  40.462-6  (a)  (1)  and  (2),  no 
adjustment  is  required  under  section  462 
(j)  (1)  in  applying  section  444  to  the 
acquiring  corporation. 

(vi)  In  applying  §  40.462-7  in  the  case 
of  an  acquiring  corporation  in  a  Part  II 
transaction,  if  the  amount  of  the  total 
assets  for  the  purpose  of  section  445  is 
determined  under  section  445  (b)  (2) 
(A)  or  (c)  (1)  for  a  day  prior  to  the  ac¬ 
quisition  of  the  component  corporation’s 
stock,  section  462  (j)  (1)  requires  the 
exclusion  of  so  much  of  the  total  assets 
of  the  component  corporation  for  such 
day  as  is  attributable  to  the  stock  ac¬ 
quired.  In  computing  the  interest  ad¬ 
justment  under  section  445  (b) ,  a  corre¬ 
sponding  exclusion  shall  be  made  with 
respect  to  the  interest  paid  or  incurred 
by  the  component  corporation  prior  to 
the  date  of  the  acquisition  of  such  stock. 
The  net  capital  addition  or  reduction  of 
the  acquiring  corporation  determined  for 
the  purpose  of  section  445  (c)  shall  be 
adjusted  so  as  to  remove  any  addition 
or  reduction  of  the  component  corpora¬ 


tion,  attributable  to  the  stock  acquired, 
which  occurred  prior  to  the  acquisition 
of  such  stock. 

(vii)  In  applying  §  40.462-8  in  the  case 
of  an  acquiring  corporation  in  a  Part  II 
transaction  occurring  during  the  base 
period  of  the  acquiring  corporation,  sec¬ 
tion  462  (j)  (1)  requires  that  the  total 
assets  computed  under  section  446  (b) 
for  any  day  prior  to  the  acquisition  of 
the  component  corporation’s  stock  shall 
be  determined  after  excluding  the  assets 
of  the  component  corporation  attribut¬ 
able  to  such  stock.  A  corresponding  ex¬ 
clusion  shall  be  made  in  applying  sec¬ 
tion  446  (b)  with  respect  to  interest  paid 
or  incurred  by  the  component  corpora¬ 
tion  prior  to  the  last  such  day. 

§  40.462-11  Limitation  under  section 
462  (?)  (2).  (a)  In  the  case  of  a  Part 

II  transaction  occurring  in  a  taxable 
year  of  the  acquiring  corporation  end¬ 
ing  after  June  30,  1950,  section  462  (j) 
(2)  imposes  a  limitation  for  such  taxable 
year  in  computing  the  acquiring  cor¬ 
poration’s  excess  profits  credit  based  on 
income.  In  computing  the  acquiring 
corporation’s  average  base  period  net 
income  under  section  435  (d)  or  (e)  for 
such  taxable  year,  there  is  available  to 
the  acquiring  corporation  only  a  pro¬ 
portionate  part  of  the  amount  of  the 
monthly  excess  profits  net  income  (or 
deficit)  of  the  component  corporation 
which  is  otherwise  available  to  the 
acquiring  corporation  under  section  4G2 

(b) ,  (c),  or  (d).  In  computing  the 
average  base  period  net  income  of  the 
acquiring  corporation  under  §  40.462-3 

(c)  or  under  §  40.462-7  (a)  (2)  (i)  or  (ii) 
or  (b)  (2)  (i)  (which  sections  relate  to 
certain  cases  in  which  the  average  base 
period  net  income  of  the  component  cor¬ 
poration,  separately  computed,  is  added 
to  that  of  the  acquiring  corporation) 
there  is  available  to  the  acquiring  cor¬ 
poration  only  a  proportionate  part  of 
the  amount  of  the  average  base  period 
net  income  of  the  component  corpora¬ 
tion  w’hich  is  otherwise  available  to  the 
acquiring  corporation  under  such  sec¬ 
tions.  Such  proportionate  part  shall  be 
determined  in  each  case  by  the  ratio 
which  the  number  of  days  in  the  taxable 
year  of  the  acquiring  corporation  after 
the  day  of  the  transaction  bears  to  the 
total  number  of  days  in  such  taxable 
year.  In  the  computation  of  the  excess 
profits  credit  based  on  income  for  subse¬ 
quent  taxable  years,  the  limitations  of 
section  462  (j)  (2)  are  not  applicable. 
Section  462  (j)  (2)  may  be  illustrated  by 
the  following  example : 

Example.  On  October  19,  1951,  the  X  Cor¬ 
poration  acquired  all  of  the  assets  of  the  Y 
Corporation  in  a  transaction  described  in 
section  461  (a).  Both  the  X  Corporation 
and  the  Y  Corporation  commenced  busi¬ 
ness  before  January  1,  1946,  and  both  cor¬ 
porations  make  their  Income  tax  returns 
on  the  caleiidar  year  basis.  The  Y  Corpo¬ 
ration  had  an  excess  profits  net  income  of 
$10,000  for  each  month  in  the  calendar  year 

1946,  a  deficit  in  excess  profits  net  Income 
of  $500  for  each  month  in  the  calendar  year 

1947,  an  excess  profits  net  income  of  $3,000 
for  each  month  in  the  calendar  year  1948, 
and  an  excess  profits  net  Income  of  $7,500 
for  each  month  in  the  calendar  year  1949. 
In  computing  its  average  base  period  net 
income  for  1951  under  section  435  (d),  based 
on  a  recomputation  of  its  excess  profits 
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net  Income  under  section  482  (b),  the  X 
Corporation  shall  Include  only  one-flfth 
(73/365)  of  the  above  amounts,  1.  e.,  $2,000 
for  each  month  in  1946,  a  deficit  of  $100 
for  each  month  In  1947,  $600  for  each  month 
In  1948,  and  $1,500  for  each  month  In  1949. 
In  computing  the  excess  profits  credit  for 
1952,  and  subsequent  years,  however,  the 
X  Corporation  may  include  the  entire 
amount  of  the  excess’  profits  net  income  and 
deficit  in  excess  profits  net  income  of  the 
Y  Corporation. 

(b)  If  a  corporation  becomes  an  ac¬ 
quiring  corporation  in  a  taxable  year 
ending  after  June  30,  .1950,  and  if  the 
taxpayer’s  average  base  period  net  in¬ 
come  for  the  purpose  of  the  excess  profits 
credit  for  such  taxable  year  is  deter¬ 
mined  under  §§  40.462-4  through 
40.462-8,  other  than  in  a  case  to  which 
paragraph  (a)  of  this  section  is  appli¬ 
cable,  the  average  base  period  net  in¬ 
come  of  the  taxpayer  shall  be  computed 
by  taking  into  account  only  a  propor¬ 
tionate  part  of  the  amount  of  the  total 
assets  of  the  component  corporation 
otherwise  available  to  the  acquiring  cor¬ 
poration  in  such  computation.  If  the 
total  assets  are  determined  for  a  day 
prior  to  the  day  of  the  Part  II  transac¬ 
tion,  such  proportionate  part  shall  bear 
the  same  ratio  to  the  total  assets  of  the 
component  corporation  otherwise  avail¬ 
able  to  the  acquiring  corporation  as  the 
number  of  days  in  the  taxable  year  of 
the  acquiring  corporation  after  the  day 
of  the  Part  II  transaction  bears  to  the 
total  number  of  days  in  such  taxable 
year.  If  the  total  assets  are  determined 
for  the  day  of,  or  for  a  day  subsequent 
to,  the  Part  II  transaction,  there  shall 
be  excluded  from  such  total  assets  an 
amount  which  is  the  same  portion  of 
the  total  assets  of  the  component  cor¬ 
poration  acquired  by  the  acquiring  cor¬ 
poration  in  the  Part  II  transaction  as 
the  number  of  days  in  the  taxable  year 
of  the  acquiring  corporation  prior  to  the 
day  of  the  Part  II  transaction  is  of  the 
total  number  of  days  in  such  taxable 
year.  Appropriate  adjustment  shall  be 
made  in  any  case  subject  to  the  rules 
of  this  paragraph  in  which  interest  paid 
or  incurred  by  the  component  corpora¬ 
tion  is  taken  into  account  in  computing 
the  average  base  period  net  income  of 
the  acquiring  corporation.  In  applying 
§  40.462-7  (a)  (2)  (iii)  or  (b)  (2)  (ii), 
appropriate  adjustment  shall  be  made 
in  any  case  in  which  the  net  capital 
addition  or  reduction  of  the  acquiring 
corporation  is  determined  for  the  pur¬ 
pose  of  section  445  (c)  by  reference  to 
additions  or  reductions  of  the  component 
corporation.  In  the  computation  of  the 
excess  profits  credit  based  on  income 
for  subsequent  taxable  years,  the  limi¬ 
tations  of  section  462  (j)  (2)  are  not 
applicable. 

(c)  A  similar  limitation  applies  in  the 
case  of  a  component  corporation  for  the 
purpose  of  computing  its  excess  profits 
credit  for  a  taxable  year  of  such  com¬ 
ponent  corporation  ending  after  June  30, 
1950,  in  which  the  Part  II  transaction 
occurs.  See  section  461  (c)  (2)  and  (4). 
In  such  case,  however,  the  proportionate 
part  of  the  amount  of  the  excess  profits 
net  income  (or  deficit)  or  of  the  average 
base  period  net  income,  as  the  case  may 
be,  to  be  taken  into  account  for  the  pur¬ 
pose  of  the  component  corporation’s  ex¬ 


cess  profits  credit  for  such  taxable  year 
Is  in  the  ratio  which  the  number  of  days 
in  such  taxable  year  of  the  component 
corporation  before  the  day  after  the 
transaction  bears  to  the  total  number  of 
days  in  such  taxable  year.  Thus,  in  the 
above  example,  in  computing  the  excess 
profits  net  income,  or  deficit  therein,  as 
the  case  may  be,  of  the  Y  Corporation 
(assuming  it  continues  in  existence  after 
the  transaction)  for  the  purpose  of  its 
excess  profits  credit  for  1951,  the 
amounts  to  be  taken  into  account  will  be 
$8,000  for  each  month  in  1946,  a  deficit 
of  $400  for  each  month  in  1947,  $2,400 
for  each  month  in  1948,  and  $6,000  for 
each  month  in  1949.  See  §  40.461-3. 

§  40.462-12  Partnerships  and  sole 
proprietorships.  In  the  case  of  a  com¬ 
ponent  corporation  which  is  a  partner¬ 
ship  or  a  business  owned  by  a  sole 
proprietorship  (see  §  40.461-5) ,  the  com¬ 
putations  required  under  Part  II  and 
under  the  regulations  in  this  part  shall 
be  made  as  though  such  partnership  or 
such  business  owned  by  a  sole  proprietor¬ 
ship  had  been  a  corporation.  See 
§  40.462-1  (b)  (2)  for  examples  of  the 
adjustments  required. 

§  40.462-13  Minimum  average  base 
period  net  income  of  acquiring  corpora- 
tion  under  Part  II.  Section  462  (1)  pro¬ 
vides  for  a  minimum  average  base  period 
net  income  in  certain  cases.  In  cases 
to  which  section  462  (1)  is  applicable, 
the  average  base  period  net  income  of 
the  acquiring  corporation  shall  not  be 
less  than  either  its  average  base  period 
net  income  computed  without  regard, 
under  Part  II,  to  any  of  the  qualified 
component  corporations,  or  the  average 
base  period  net  income  separately  com¬ 
puted  for  any  qualified  component  cor¬ 
poration.  Section  462  (1)  is  applicable 
only  in  the  case  of  a  Part  II  transaction 
occurring  in  a  taxable  year  of  the  acquir¬ 
ing  corporation  ending  after  June  30, 
1950,  and  is  applicable  only  if,  at  the 
beginning  of  the  first  taxable  year  of 
the  acquiring  corporation  ending  after 
June  30,  1950,  and  at  all  times  there¬ 
after  until  such  transaction,  either  the 
acquiring  corporation  owned  at  least  75 
percent  of  each  class  of  stock  of  each 
of  the  qualified  component  corporations 
Involved  in  the  transaction,  or  one  of 
such  qualified  component  corporations 
owned  at  least  75  percent  of  each  class 
of  stock  of  the  acquiring  corporation  and 
of  each  of  the  other  qualified  component 
corporations.  The  term  “qualified  com¬ 
ponent  corporation’’,  as  used  in  this  sec¬ 
tion,  means  a  component  corporation 
which  was  actually  in  existance  and  had 
actually  commenced  business  at  the  be¬ 
ginning  of  the  base  period  of  the  acquir¬ 
ing  corporation.  For  the  purpose  of  de¬ 
termining  whether  a  corporation  is  a 
qualified  component  corporation,  section 
461  (d)  does  not  apply.  Section  462 
(j)  (1)  does  not  require  a  reduction,  by 
reason  of  the  Part  II  transaction,  of  the 
minimum  average  base  period  net  in¬ 
come  to  which  the  acquiring  corporation 
Is  entitled  under  section  462  (1)  and  this 
section,  but  section  462  (j)  (2)  requires, 
for  the  taxable  year  in  which  the  trans¬ 
action  takes  place,  a  proration  of  the 
average  base  period  net  Income  of  the 
qualified  component  corporation.  In 


case  the  Part  II  transaction  Is  a  trans¬ 
action  described  in  section  461  (a)  (1) 
(E),  see  §  40.461-7  (b). 

§  40.462-14  Treatment  of  abnormali¬ 
ties  in  income  in  taxable  year.  In  the 
case  of  a  Part  II  transaction  occurring 
on  or  before  December  31,  1950,  the  ac¬ 
tivities  of  the  component  corporation 
shall  be  treated  as  activities  of  the  ac¬ 
quiring  corporation  for  the  purpose  of 
applying  section  456  to  income,  received 
or  accrued  by  the  acquiring  corporation 
after  the  transaction,  which  is  attrib¬ 
utable  to  such  activities  for  a  taxable 
year  of  the  component  corporation 
which  closed  prior  to  or  with  the  close 
of  the  base  period  of  the  acquiring  cor¬ 
poration.  In  any  such  case,  all  income 
of  the  component  corporation  of  the 
same  class  as  the  abnormal  income  re¬ 
ceived  or  accrued  by  the  acquiring  cor¬ 
poration,  which  income  is  income  for  a 
taxable  year  of  the  component  corpora¬ 
tion  prior  to  the  Part  II  transaction, 
shall  be  treated  under  section  456  as 
income  of  the  acquiring  corporation. 

Par.  3.  There  is  inserted  immediately 
after  section  463,  the  following: 

§  40.463-1  Net  capital  addition  or  re¬ 
duction  under  Part  II — (a)  l7i  general. 
If  a  taxpayer  acquires  properties  of  a 
component  corporation  in  a  Part  II 
transaction  occurring  in  a  taxable  year 
of  the  taxpayer  ending  after  June  30, 
1950,  and  if  the  taxpayer’s  average  base 
period  net  income  for  the  purpose  of 
its  excess  profits  credit  for  any  taxable 
year  ending  after  the  transaction  is 
computed  by  application  of  Part  II,  then 
the  net  capital  addition  or  net  capital 
reduction  of  the  acquiring  corporation 
after  the  Part  II  transaction  shall  be 
computed  for  such  taxable  year  under 
section  435  (g)  with  the  application  of 
this  section.  The  rules  for  determining 
the  net  capital  addition  and  net  capital 
reduction  of  the  acquiring  corporation 
after  the  Part  II  transaction  differ,  de¬ 
pending  upon  whether  the  Part  II  trans¬ 
action  is  of  a  type  described  in  section 
461  (a)  (1)  (E). 

(b)  Part  II  transactions  other  than  a 
transaction  described  in  section  461  (a) 
'<!)(£).  If  the  excess  profits  credit  of 
an  acquiring  corporation,  other  than  an 
acquiring  corporation  in  a  Part  II  trans¬ 
action  described  in  section  461  (a)  (1) 
(E),  is  computed  by  application  of  Part 
II,  the  following  rules  shall  apply  in  com¬ 
puting  the  net  capital  addition  and  net 
capital  reduction  of  the  acquiring  cor¬ 
poration: 

(1)  For  the  purpose  of  section  435  (g) 
(3)  (A),  if  the  transaction  occurs  after 
June  30, 1950,  in  determining  the  amount 
of  money  and  property  paid  in  for  stock 
or  as  paid-in  surplus  or  as  a  contribution 
to  capital  after  the  beginning  of  the  tax¬ 
able  year  of  the  acquiring  corporation  in 
which  the  transaction  occurs,  there  shall 
be  included,  beginning  with  the  day 
after  the  transaction,  the  amounts  of 
money  and  property  paid  in  for  tlie 
same  purposes  to  the  component  corpo¬ 
ration  prior  to  the  transaction  and  after 
the  beginning  of  the  taxable  year  of  the 
component  corporation  in  which  such 
transaction  occurred. 
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(2)  For  the  purpose  of  section  435  (g) 

(4),  (A),  in  the  case  of  the  taxable  year 
of  the  acquiring  corporation  in  which 
the  transaction  occurs,  if  the  transaction 
occurs  after  June  30,  1950,  there  shall  be 
included,  beginning  with  the  day  after 
the  transaction,  the  amount  of  the  dis¬ 
tributions  not  out  of  earnings  and  profits 
of  the  taxable  year,  made  by  the  com¬ 
ponent  corporation  to  its  shareholders 
prior  to  the  transaction  and  after  the 
beginning  of  its  taxable  year  in  which 
such  transaction  occurred. 

(3)  For  the  purpose  of  section  435  (g) 
(3)  (B)  and  (4)  (B),  in  the  case  of  the 
taxable  year  of  the  acquiring  corpora¬ 
tion  in  which  the  transaction  occurs, 
there  shall  be  added  to  the  acquiring 
corporation’s  daily  capital  addition 
beginning  with  the  day  of  the  trans¬ 
action,  if  the  transaction  occurs  after 
June  30,  1950,  the  amount  by  which  the 
component  corporation’s  equity  capital 
at  the  beginning  of  its  taxable  year  in 
which  the  transaction  occurs  exceeds  its 
equity  capital  as  of  the  beginning  of 
its  first  taxable  year  ending  after  June 
30,  1950.  In  case  this  comparison  of 
the  component  corporation’s  equity  cap¬ 
ital  shows  a  decrease  to  have  taken  place, 
the  amount  of  that  decrease  shall  be 
reflected  in  the  computation  of  the  daily 
capital  reduction  of  the  acquiring  cor¬ 
poration  beginning  w'ith  the  day  of  the 
transaction. 

(4'  For  the  purpose  of  section  435  (g) 
(3)  (B)  and  (4)  (B),  for  taxable  years 
beginning  after  the  transaction,  there 
shall  be  added  to  the  equity  capital  of 
the  acquiring  corporation  at  the  begin¬ 
ning  of  the  acquiring  corporation’s  first 
taxable  year  ending  after  June  30, 1950 — 

(i)  If  the  transaction  occurs  after 
June  30,  1950,  the  equity  capital  of  the 
component  corporation  as  of  the 
beginning  of  the  component  corpora¬ 
tion’s  first  taxable  year  ending  after 
June  30,  1950,  or 

<ii)  If  the  transaction  occurred 
before  July  1,  1950,  the  equity  capital 
of  the  component ,  corporation  deter¬ 
mined  as  of  the  time  immediately  prior 
to  the  transaction. 

(5)  For  the  purpose  of  section  435 
(g),  in  the  case  of  the  taxable  year  in 
which  the  transaction  occurs  and  in  the 
case  of  subsequent  taxable  years,  there 
shall  be  added  to  the  daily  borrowed 
capital  of  the  acquiring  corporation  for 
the  first  day  of  its  first  taxable  year 
ending  after  June  30,  1950,  and  to  its 
original  inadmissible  assets — 

(i)  If  the  transaction  occurs  after 
June  30.  1950,  the  daily  borrowed  capi¬ 
tal  of  the  component  corporation  for 
the  first  day  of  its  first  taxable  year  end¬ 
ing  after  June  30.  1950,  and  the  original 
inadmissible  assets  of  the  component 
corporation,  respectively,  or 

(ii)  If  the  transaction  occurred  be¬ 
fore  July  1.  1950,  the  daily  borrowed 
capital  of  the  component  corporation 
determined  as  of  the  time  immediately 
prior  to  the  transaction,  and  the  total 
of  the  inadmissible  assets  held  by  the 
component  corporation  immediately 
prior  to  the  transaction,  respectively. 

(6)  For  the  purpose  of  section  435  (g). 
In  the  case  of  the  taxable  year  of  the  ac¬ 
quiring  corporation  in  which  the  trans¬ 
action  occurred,  the  daily  borrowed 


capital  and  the  inadmissible  assets  of 
the  acquiring  corporation  for  each  day 
of  such  taxable  year  preceding  the  day 
after  the  transaction  shall  be  computed 
by  adding  to  the  daily  borrowed  capital 
and  the  inadmissible  assets  of  the  ac¬ 
quiring  corporation  the  amount  of  the 
daily  borrowed  capital  and  the  amount 
of  the  inadmissible  assets,  respectively, 
of  the  component  corporation  which  are 
determined  under  subparagraph  (5)  (i) 
or  (ii)  of  this  paragraph,  whichever  is 
applicable. 

(7)  For  the  purpose  of  determining 
the  amount  referred  to  in  section  435  (g) 

(4)  (D)  and  (g)  (6),  for  any  day  after 
the  day  of  the  transaction,  the  inadmis¬ 
sible  assets  of  the  acquiring  corporation 
for  the  first  day  of  its  first  taxable  year 
ending  after  June  30,  1950,  shall  (for  the 
purpose  of  section  435  (g)  (6)  (B))  be 
determined  under  subparagraph  (5)  of 
this  paragraph,  and  there  shall  be  added 
(for  the  purpose  of  section  435  (g)  (6) 
(A))  to  the  aggregate  of  the  adjusted 
basis  (for  determining  gain  upon  sale 
or  exchange)  of  stock  in  members  of  a 
controlled  group  of  which  the  acquiring 
corporation  is  a  member,  held  by  the 
acquiring  corporation  on  the  first  day  of 
its  first  taxable  year  ending  after  June 
30,  1950— 

(i)  If  the  transaction  occurs  after 
June  30,  1950,  the  aggregate  of  the  ad¬ 
justed  basis  (for  determining  gain  upon 
sale  or  exchange)  of  stock  in  members 
of  a  controlled  group,  of  which  the  com¬ 
ponent  corporation  is  a  member,  held  by 
the  component  corporation  on  the  first 
day  of  its  first  taxable  year  ending  after 
June  30,  1950,  or 

(ii)  If  the  transaction  occurred  before 
July  1,  1950,  the  aggregate  of  the  ad¬ 
justed  basis  (for  determining  gain  upon 
sale  or  exchange)  of  stock  in  members 
of  a  controlled  group,  of  which  the  com¬ 
ponent  corporation  is  a  member,  held  by 
the  component  corporation  immediately 
prior  to  the  transaction. 

(8)  For  the  purpose  of  determining 
the  amount  referred  to  in  section  435  (g) 
(7)  for  any  day  after  the  day  of  the 
transaction  (75  percent  of  which  amount 
is  taken  into  account  under  section  435 
(g)  (4)  (E) ) ,  there  shall  be  added  to  the 
amount  of  the  indebtedness  described  in 
section  435  (g)  (7)  owed  to  the  acquir¬ 
ing  corporation  for  the  first  day  of  its 
first  taxable  year  ending  after  June  30, 
1950— 

(i)  If  the  transaction  occurs  after 
June  30,  1950,  the  amount  of  the  indebt¬ 
edness  described  in  section  435  (g)  (7) 
which  was  owed  to  the  component  cor¬ 
poration  for  the  first  day  of  its  first  tax¬ 
able  year  ending  after  July  30,  1950,  or 

(ii)  If  the  transaction  occun*ed  before 
July  1,  1950,  the  amount  of  the  indebt¬ 
edness  described  in  section  435  (g)  (7) 
which  was  owed  to  the  component  cor¬ 
poration  immediately  prior  to  the 
transaction. 

(c)  Intercompany  stockholdings,  etc. 
The  computation  of  the  net  capital  ad¬ 
dition  or  reduction  under  section  435  (g) 
is  subject  to  the  following  additional 
rules  relating  to  cases  involving  inter¬ 
corporate  stock  ownership,  and  contribu¬ 
tions,  distributions,  st(x:k  purchases,  and 
loans  between  parties  to  a  Part  II  trans¬ 
action  or  their  shareholders: 


(1)  In  computing  the  daily  capital  ad¬ 
dition  of  the  acquiring  corporation  under 
section  435  (g)  (3)  (A)  for  any  day  after 
the  day  of  the  Part  II  transaction,  there 
shall  be  disregarded  any  amount  paid  in 
to  one  corporation,  a  party  to  the  Part 
II  transaction,  which  consisted  of  stock 
in  another  corporation  a  party  to  the 
Part  II  transaction,  and  there  shall  be 
disregarded  any  amount  paid  in  by  one 
such  corporation  to  another  such  cor¬ 
poration. 

(2)  In  computing  the  daily  capital  re¬ 
duction  of  the  acquiring  corporation 
under  section  435  (g)  (4)  (A)  for  any 
day  after  the  day  of  the  Part  II  trans¬ 
action,  there  shall  be  disregarded  any 
distribution  made  by  one  corporation,  a 
party  to  the  Part  II  transaction,  which 
consisted  of  stock  in  another  corporation 
a  party  to  the  Part  II  transaction,  and 
there  shall  be  disregarded  any  distribu¬ 
tion  made  by  one  such  corporation  to 
another  such  corporation. 

(3)  In  computing  the  daily  capital 
addition  of  the  acquiring  corporation  un¬ 
der  section  435  (g)  (3)  (B),  or  the  daily 
capital  reduction  of  the  acquiring  cor¬ 
poration  under  section  435  (g)  (4)  (B), 
for  any  day  after  the  day  of  the  trans¬ 
action,  the  equity  capital  of  the  acquir¬ 
ing  corporation  at  the  beginning  of  the 
taxable  year  and  its  equity  capital  at  the 
beginning  of  its  first  taxable  year  end¬ 
ing  after  June  30,  1950,  shall  each  be 
determined  after  excluding  all  stock  of 
the  component  corporation  held  by  the 
acquiring  corporation  at  the  beginning 
of  each  such  year.  In  determining  the 
amount  with  respect  to  the  component 
corporation  to  be  added  under  paragraph 
(b)  (3)  and  (4)  of  this  section,  for  the 
purpose  of  computing  the  acquiring  cor¬ 
poration’s  daily  capital  addition  or 
reduction,  the  equity  capital  of  the  com¬ 
ponent  corporation  as  of  any  time  for 
which  equity  capital  is  computed  under 
paragraph  (b)  (3)  or  (4)  of  this  section, 
shall  be  determined  after  excluding  all 
stock  of  the  acquiring  corporation,  or  of 
any  other  corporation  a  party  to  the 
Part  II  transaction,  held  by  the  com¬ 
ponent  corporation  as  of  such  time. 

(4)  For  the  purpose  of  the  computa¬ 
tions  under  section  435  (g)  (3)  (C)  and 
(g)  (4)  (O  — 

(i)  In  determining  the  amount  with 
respect  to  the  component  corporation 
to  be  added  to  the  daily  borrowed  capital 
of  the  acquiring  corporation  under  para¬ 
graph  (b)  (5)  or  (6)  of  this  section,  the 
daily  borrowed  capital  of  the  component 
corporation,  computed  as  of  any  time 
for  which  such  daily  borrowed  capital  is 
computed  under  paragraph  (b)  (5)  or 
(6)  of  this  section,  shall  be  determined 
as  if  any  indebtedness  owed  at  such  time 
by  the  component  corporation  to  the  ac¬ 
quiring  corporation  or  to  any  other  cor¬ 
poration  which  is  a  party  to  the  Part  II 
transaction  were  not  borrowed  capital 
within  the  meaning  of  section  439. 

(ii)  In  the  case  of  the  taxable  year 
in  which  the  Part  II  transaction  occurs— 

(a)  The  daily  capital  addition  of  the 
acquiring  corporation  under  section  435 
(g)  (3)  (C)  for  any  day  in  such  taxa- 
able  year  shall  be  75  percent  of  the 
amount,  if  any,  by  which  the  daily  bor¬ 
rowed  capital  of  the  acquiring  corpo¬ 
ration  for  such  day  exceeds  its  daily  bor- 
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rowed  capital  for  the  first  day  of  its 
first  taxable  year  ending  after  June  30, 
1950,  and 

(b)  The  daily  capital  reduction  of  the 
acquiring  corporation  under  section  435 
(g)  (4)  (C)  for  any  day  in  such  tax¬ 
able  year  shall  be  75  percent  of  the 
amount,  if  any,  by  which  the  daily  bor¬ 
rowed  capital  for  the  first  day  of  the 
acquiring  corporation’s  first  taxable 
year  ending  after  June  30,  1950,  exceeds 
its  daily  borrowed  capital  for  such  day.  • 

For  the  purpose  of  such  computation  in 
the  case  of  any  day  after  the  day  of  the 
Part  II  transaction,  the  daily  borrowed 
capital  of  the  acquiring  corporation  for 
the  first  day  of  its  first  taxable  year  end¬ 
ing  after  June  30,  1950,  shall  be  deter¬ 
mined  as  if  any  indebtedness  for  such 
day  of  the  acquiring  corporation  to  any 
corporation  which  is  a  party  to  the  Part 
II  transaction  were  not  borrowed  capital 
within  the  meaning  of  section  439. 

(iii)  In  the  case  of  any  taxable  year 
subsequent  to  the  taxable  year  in  which 
the  Part  II  transaction  occurs,  in  com¬ 
puting  the  daily  capital  addition  of  the 
acquiring  corporation  under  section  435 
(g)  (3)  (C)  or  the  daily  capital  reduc¬ 
tion  of  the  acquiring  corporation  under 
section  435  (g)  (4)  (C),  the  daily  bor¬ 
rowed  capital  of  the  acquiring  corpora¬ 
tion  for  the  first  day  of  its  first  taxable 
year  ending  after  June  30,  1950,  shall  be 
determined  as  if  any  indebtedness  for 
such  day  of  the  acquiring  corporation  to 
any  corporation  which  is  a  party  to  the 
Part  II  transaction  were  not  borrowed 
capital  within  the  meaning  of  section 
439. 

(5)  In  computing  the  daily  capital  re¬ 
duction  of  the  acquiring  corporation  un¬ 
der  section  435  (g)  (4)  (D)  for  any  day 
after  the  day  of  the  Part  II  transaction, 
the  stock  of  any  corporation  which  is  a 
party  to  the  Part  II  transaction,  held  by 
the  acquiring  corporation  on  the  first 
day  of  its  first  taxable  year  ending  after 
June  30,  1950,  shall  not  be  considered 
stock  referred  to  in  section  435  (g)  (6) 

(A) ,  and  shall  not  be  considered  an  in¬ 
admissible  asset  for  the  purpose  of  the 
computation  under  section  435  (g)  (6) 

(B) .  In  determining  the  amount  with 
respect  to  the  component  corporation  to 
be  added  under  paragraph  (b)  (7)  of 
this  section,  for  the  purpose  of  comput¬ 
ing  the  acquiring  corporation’s  daily 
capital  addition  or  reduction,  the  stock 
held  by  the  component  corporation  in 
the  acquiring  corporation  or  in  any  other 
corporation  which  is  a  party  to  the  Part 
II  transaction  shall  be  disregarded  in 
making  the  computations  under  para¬ 
graph  (b)  (7)  of  this  section. 

(6)  In  computing  the  daily  capital  re¬ 
duction  of  the  acquiring  corporation  un¬ 
der  section  435  (g)  (4)  (E)  for  any  day 
after  the  day  of  the  transaction,  loans  by 
the  acquiring  corporation  to  another 
corporation,  a  party  to  the  Part  II  trans¬ 
action,  shall  not  be  considered  indebted¬ 
ness  described  in  section  435  (g)  (7)  for 
the  first  day  of  the  first  taxable  year 
ending  after  June  30, 1950.  In  determin¬ 
ing  the  amount  with  respect  to  the  com¬ 
ponent  corporation  to  be  added  under 
paragraph  (b)  (8)  of  this  section,  for  the 
purpose  of  computing  the  acquiring  cor¬ 
poration’s  daily  capital  reduction,  loans 


by  the  component  corporation  to  the 
acquiring  corporation  or  to  any  other 
corporation  which  is  a  party  to  the  Part 
n  transaction  shall  not  be  considered 
indebtedness  described  in  section  435 
(g)  (7). 

(7)  In  computing  the  increase  or  de¬ 
crease  in  inadmissible  assets  for  the  pur¬ 
pose  of  section  435  (g)  (1)  and  (2)  — 

(i)  In  the  case  of  any  taxable  year  of 
the  acquiring  corporation  subsequent  to 
the  taxable  year  in  which  the  transac¬ 
tion  occurs,  the  original  inadmissible 
assets  of  the  acquiring  corporation  and 
the  amount  added  thereto  under  para¬ 
graph  (b)  (5)  of  this  section,  shall  each 
be  computed  without  regard  to  any  stock 
held  by  the  acquiring  corporation  in  the 
component  corporation  or  in  any  other 
corporation  a  party  to  the  Part  II  trans¬ 
action,  and  without  regard  to  any  stock 
held  by  the  component  corporation  in 
the  acquiring  corporation  or  in  any 
other  corporation  a  party  to  the  Part  II 
transaction; 

(ii)  In  the  case  of  the  taxable  year  of 
the  acquiring  corporation  in  which  the 
transaction  occurs — 

(a)  The  increase  in  inadmissible  as¬ 
sets  for  such  taxable  year  shall  be  the 
excess,  divided  by  the  number  of  days  in 
the  taxable  year,  of  the  aggregate  of  the 
daily  increases  in  inadmissible  assets 
over  the  aggregate  of  the  daily  decreases 
in  inadmissible  assets,  and 

(b)  The  decrease  in  inadmissible  as¬ 
sets  for  such  taxable  year  shall  be  the 
excess,  divided  by  the  number  of  days  in 
the  taxable  year,  of  the  aggregate  of  the 
daily  decreases  in  inadmissible  assets 
over  the  aggregate  of  the  daily  increases 
in  inadmissible  assets. 

The  daily  increase  in  inadmissible  assets 
shall  be  computed  for  each  day  of  the 
taxable  year,  and  shall  be  the  excess  of 
the  daily  amount  attributable  to  the  in¬ 
admissible  assets  for  such  day  over  the 
amount  of  the  original  inadmissible 
assets.  The  daily  decrease  in  inadmis¬ 
sible  assets  shall  be  computed  for  each 
day  of  the  taxable  year,  and  shall  be  the 
excess  of  the  original  inadmissible  assets 
over  the  daily  amount  attributable  to  the 
inadmissible  assets  for  such  day.  For 
the  purpose  of  the  computation  of  the 
daily  increase  or  daily  decrease  in  inad¬ 
missible  assets  for  any  day  of  the  taxable 
year,  the  daily  amount  attributable  to 
inadmissible  assets  for  any  day  prior  to 
the  day  after  the  transaction  shall  be 
computed  with  the  application  of  para¬ 
graph  (b)  (6)  of  this  section,  and  the 
original  inadmissible  assets  shall  be 
computed  with  the  application  of  para¬ 
graph  (b)  (5)  of  this  section.  For  the 
purpose  of  the  computation  of  the  daily 
increase  or  daily  decrease  in  inadmis¬ 
sible  assets  for  any  day  after  the  day  of 
the  transaction,  the  original  inadmissible 
assets  shall  be  computed  under  the  rule 
provided  in  subdivision  (i)  of  this  sub- 
paragraph  (relating  to  taxable  years 
subsequent  to  the  taxable  year  of  the 
transaction). 

(8)  There  shall  be  excluded  from  the 
daily  capital  addition  of  the  acquiring 
corporation  for  any  day  after  the  day  of 
the  Part  II  transaction  so  much  of  the 
Increase  in  equity  capital  and  of  the 
increase  in  borrowed  capital  for  such 


day  as  is  attributable  to  assets  obtained 
for  the  purpose  of  acquiring  stock  in  the 
component  corporation  in  a  transaction 
described  in  §  40.462-10  (a)  (2),  that  is, 
in  a  transaction  not  covered  by  section 
462  (j)  (1). 

(9)  To  the  extent  that  stock  of  a 
component  corporation  was  acquired  in 
an  exchange  for  other  than  stock  of  the 
acquiring  corporation,  within  the 
meaning  of  section  462  (j)  (1)  (see 
§  40.462-10),  the  basis  of  the  as.sets  of 
the  component  corporation  shall  be  re¬ 
determined  as  provided  in  section  470, 
whether  or  not  more  than  80  percent  of 
the  stock  of  the  component  corporation 
is  acquired,  and  such  redetermined  basis 
shall  be  used  where  appropriate  for  all 
computations  under  section  435  (g) ,  sec¬ 
tion  463,  and  this  section.  See  the  ex¬ 
ample  in  paragraph  (e)  of  this  section. 

(d)  Special  rules  under  sections  443 
and  445 — (1)  Rules  under  section  443. 
If  the  average  base  period  net  income  is 
determined  under  section  443,  section 
443  (d)  provides  that  no  net  capital  ad¬ 
dition  or  reduction  shall  be  allowed  in 
computing  the  excess  profits  credit  for 
the  qualifying  taxable  year.  If  the 
qualifying  taxable  year  ends  after  June 
30,  1950,  section  443  (d)  provides  that 
the  net  capital  addition  or  reduction  for 
subsequent  taxable  years  shall  be  de¬ 
termined  by  reference  to  the  first  day  of 
the  first  taxable  year  following  the  quali¬ 
fying  taxable  year  rather  than  by  refer¬ 
ence  to  the  first  day  of  the  first  taxable 
year  ending  after  June  30,  1950.  These 
rules  of  section  443  (d)  apply  in  comput¬ 
ing  the  net  capital  addition  or  reduction 
of  the  acquiring  corporation  if  its  av¬ 
erage  base  period  net  income  is  computed 
under  section  443.  If  such  average  base 
period  net  income  is  computed  under 
§  40.462-3  (c)  (relating  to  cases  in  which 
the  Part  II  transaction  occurs  after  all 
parties  to  the  transaction  are  entitled  to 
an  alternative  average  base  period  net 
income),  the  special  rules  of  section  443 

(d)  shall  be  applicable  only  with  respect 
to  the  items  of  capital  addition  and  re¬ 
duction  of  each  corporation  entitled  to 
apply  section  443. 

(2)  Rules  under  section  445.  If  the 
average  base  period  net  income  is  deter¬ 
mined  under  section  445,  then  section 
445  (e)  provides  that  no  net  capital  ad¬ 
dition  or  reduction  shall  be  allowed  in 
computing  the  excess  profits  credit  for 
the  first  three  taxable  years  of  the  tax¬ 
payer.  Such  net  capital  addition  or  re¬ 
duction  is,  however,  taken  into  account 
in  computing  total  assets  for  the  purpose 
of  section  445  (c).  If  the  third  taxable 
year  ends  after  June  30,  1950,  section  445 

(e)  provides  that  the  net  capital  addi¬ 
tion  or  reduction  for  subsequent  taxable 
years  shall  be  determined  by  reference 
to  the  first  day  of  the  fourth  taxable  year 
of  the  taxpayer  instead  of  by  reference 
to  the  first  day  of  its  first  taxable  year 
ending  after  June  30,  1950.  These  rules 

,  of  section  445  (e)  apply  in  computing  the 
net  capital  addition  or  reduction  of  the 
acquiring  corporation  if  its  average  base 
period  net  income  is  computed  under 
section  445.  See  §  40.462-7  (a)  (2)  (ii) 
for  certain  cases  in  which  the  day  before 
the  Part  II  transaction  is  treated  as 
though  it  were  the  first  day  of  the  fourth 
taxable  year.  If  such  average  base  period 
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net  income  is  computed  under  §  40.462-3 
(c)  (relating  to  cases  in  which  the  Part 
II  transaction  occurs  after  all  parties 
thereto  are  entitled  to  an  alternative 
average  base  period  net  income),  the 
special  rules  of  section  445  (e)  shall  be 
applicable  only  with  respect  to  the  items 
of  capital  addition  and  reduction  of  each 
corporation  entitled  to  apply  section  445. 

(e)  Limitations  under  section  462  (j) 
(1) ,  In  order  to  prevent  duplication  un¬ 
der  section  463  in  computing  the  net 
capital  addition  or  reduction  of  the 
acquiring  corporation  in  the  case  of  a 
Part  II  transaction  following  a  stock 
acquisition  covered  by  section  462  (j) 
(1).  which  stock  acquisition  occurred 
after  the  beginning  of  the  first  taxable 
year  of  the  component  corporation  end¬ 
ing  after  June  30,  1950,  section  462  (j) 

( 1 )  requires  that  each  item  with  respect 
to  the  component  corporation  deter¬ 
mined  under  paragraphs  (b)  and  (c)  of 
this  section,  shall  be  properly  adjusted 
to  eliminate  the  portion  of  the  trans¬ 
ferred  items  of  capital  addition  and  re¬ 
duction  of  the  component  corporation 
attributable  to  the  stock  acquired. 

Example  (1).  If  the  A  Corporation  (the 
acquiring  corporation)  and  the  C  Corpora¬ 
tion  (the  component  corporation)  each 
makes  its  income  tax  returns  on  the  calen- 
day  year  basis,  if  the  A  Corporation  pur¬ 
chases  30  percent  of  the  stock  of  the  C  Cor¬ 
poration  on  April  1,  1951,  and  if  the  Part 
II  transaction  takes  place  on  September  1, 
1951,  then  any  items  arising  before  April  1, 
1951,  described  in  paragraph  (b)  (1)  of  this 
section  (that  is,  money  or  property  paid  in 
for  stock,  etc.,  to  the  C  Corporation  during 
the  taxable  year  and  before  April  1,  1951), 
or  paragraph  (b)  (2)  of  this  section  (that  is, 
distributions  not  out  of  earnings  and  profits 
of  the  taxable  year,  made  by  the  C  Corpora¬ 
tion  during  the  taxable  year  and  before  April 
1,  1951),  shall  be  available  to  the  A  Corpora¬ 
tion  under  paragraph  (b)  (1)  and  (2)  of 
this  section  only  to  the  extent  of  70  percent 
thereof,  that  is,  the  30  percent  of  each  such 
Item  attributable  to  the  stock  purchased 
after  such  items  arose  shall  be  eliminated. 
Similarly,  30  percent  of  the  amount  deter¬ 
mined  under  paragraph  (b)  (3)  of  this  sec¬ 
tion  (the  excess  of  equity  capital  of  the  C 
Corporation  on  January  1,  1951,  over  its 
equity  capital  on  January  1,  1950),  shall  not 
be  available  to  the  A  Corporation.  Each  of 
the  items  under  paragraph  (b)  (4),  (5), 
(6),  (7),  and  (8)  of  this  section  (relating  to 
equity  capital,  daily  borrowed  capital,  inad¬ 
missible  assets,  controlled  group  stock,  and 
controlled  group  Indebtedness,  as  of  Jan¬ 
uary  1,  1950)  shall  be  available  to  the  acquir¬ 
ing  corporation  in  an  amount  equal  to  70 
percent  of  such  item,  that  is,  30  percent  of 
each  such  item  shall  be  eliminated. 

Example  (2).  The  facts  in  this  example 
are  the  same  as  in  example  (1),  except  that 
the  stock  acquisition  occurred  on  April  1, 
1950,  instead  of  on  April  1,  1951.  In  this 
case,  no  adjustment  is  required  with  respect 
to  the  items  tinder  paragraph  (b)  (1)  and 

(2)  of  this  section  since  such  items  arose  in 
a  taxable  year  subsequent  to  the  taxable  year 
of  the  acquisition.  Each  of  the  items  under 
paragraphs  (b)  (4),  (5),  (6),  (7),  and  (8) 
of  this  section  (relating  to  equity  capital, 
daily  borrowed  capital,  inadmissible  assets, 
controlled  group  stock,  and  controlled  group 
indebtedness,  as  of  January  1,  1950)  are 
adjusted  in  the  same  manner  as  in  example 
(1),  that  is,  30  percent  of  each  such  item  is 
eliminated.  However,  in  this  case,  the 
amount  available  to  the  A  Corporation  for 
its  taxable  year  1951  under  paragraph  (b) 

(3)  of  this  section  (that  is,  the  capital  addi¬ 
tion  or  reduction  based  on  the  difference  be¬ 


tween  the  equity  capital  of  the  C  Corporation 
on  January  1,  1951,  and  its  equity  capital  on 
January  1,  1950)  is  determined  by  using,  in 
lieu  of  the  equity  capital  of  the  C  Corpo¬ 
ration  on  January  1,  1950,  an  amount  equal 
to  the  sum  of  70  percent  of  its  equity  cap¬ 
ital  on  January  1,  1950,  plus  so  much  of  its 
equity  capital  on  April  1,  1950,  computed  for 
this  purpose  after  the  redetermination  of  the 
basis  of  the  assets  of  the  C  Corporation  un¬ 
der  the  principles  of  section  470,  as  is  attrib¬ 
utable  to  the  stock  acquired  on  April  1,  1950, 
by  the  A  Corporation.  Similarly,  for  this 
purpose,  the  equity  capital  of  the  C  Cor¬ 
poration  on  January  1,  1951,  would  be  de¬ 
termined  under  the  principles  of  section  470. 
See  Paragraph  (c)  (9)  of  this  section  and 
section  463  (a)  (12). 

(f)  Part  II  transactions  described  in 
section  461  (a)  (1)  (£) — (1)  in  gen¬ 
eral.  In  the  case  of  a  Part  II  transaction 
described  in  section  461  (a)  (1)  (E),the 
net  capital  addition  or  reduction  of  the 
acquiring  corporation  is  computed  in  the 
same  manner  as  in  the  case  of  other 
Part  II  transactions,  except  that  there  is 
available  to  the  acquiring  corporation 
only  such  portion  of  the  transferred 
items  of  capital  addition  and  reduction 
of  the  component  corporation  as  is  allo¬ 
cable  to  the  properties  transferred.  The 
following  rules  are  applicable  in  the  case 
of  a  Part  II  transaction  described  in  sec¬ 
tion  461  (a)  (1)  (E) ; 

(i)  The  items  described  in  paragraph 
(b)  (1),  (2),  and  (3)  of  this  section,  re¬ 
lating  to  property  paid  in  for  stock,  etc., 
distributions  not  out  of  earnings  and 
profits,  and  increase  in  equity  capital, 
are  not  available  to  the  acquiring 
corporation.  The  capital  changes  re¬ 
flected  in  such  items  are,  instead,  re¬ 
flected  under  the  rule  set  forth  in  subdi¬ 
vision  (ii)  of  this  subparagraph. 

(ii)  There  shall  be  available  to  the  ac¬ 
quiring  corporation,  in  lieu  of  the  amount 
determinecl  under  paragraph  (b)  (4)  of 
this  section  (relating  to  the  equity  cap¬ 
ital  of  the  component  corporation  for 
the  first  day  of  its  first  taxable  year  end¬ 
ing  after  June  30,  1950),  an  amount 
which  is  such  portion  of  the  amount 
determined  under  paragraph  (b)  (4)  of 
this  section  as  the  equity  capital  trans¬ 
ferred  to  the  acquiring  corporation  in 
the  Part  II  transaction  is  of  the  equity 
capital  of  the  component  corporation 
immediately  prior  to  the  transaction. 
For  the  purpose  of  section  435  (g)  (3) 
(B)  and  (g)  (4)  (B),  the  equity  capital 
of  the  acquiring  corporation  for  the  first 
day  of  the  taxable  year  in  which  the 
transaction  occurs  (which  equi'y  capital 
is  compared  with  the  equity  capital  of 
the  acquiring  coi'poration,  determined 
with  the  application  of  the  preceding 
sentence,  for  the  first  day  of  its  first 
taxable  year  ending  after  June  30,  1950) 
shall  be  determined  as  of  the  day  fol¬ 
lowing  the  transaction  in  lieu  of  the  first 
day  of  such  taxable  year. 

(iii)  There  shall  be  available  to  the 
acquiring  corporation,  in  lieu  of  each 
of  the  items  determined  under  para¬ 
graph  (b)  (5),  (6),  (7),  and  (8),  of  this 
section,  an  amount  W'ith  respect  to  each 
such  item  which  is  such  portion  of  that 
item  as  the  amount  of  such  item  trans¬ 
ferred  to  the  acquiring  corporation  in 
the  transaction  bears  to  the  amount  of 
such  item  determined  immediately  prior 
to  the  transaction. 


(2)  Special  rules.  See  5  40.461-7  fb) 
for  special  rules  applicable  in  the  case 
of  a  Part  II  transaction  described  in 
section  461  (a)  (1)  (E)  which  involves 
a  transfer  to  an  acquiring  corporation 
by  two  or  more  component  corporations, 
or  which  involves  a  transfer  to  an  ac¬ 
quiring  corporation  not  created  incident 
to  the  transaction. 

§  40.463-2  Capital  changes  in  case  of 
successive  Part  II  transactions.  If  one 
corporation  becomes  a  component  of  a 
second  corporation  in  a  taxable  year 
ending  after  June  30,  1950,  and  if  the 
second  corporation  thereafter  becomes  a 
component  of  a  third  corporation,  the 
net  capital  addition  or  reduction  of  the 
third  corporation  shall  be  determined 
under  §  40.463-1  by  computing  the  items 
of  transferred  capital  addition  and  re¬ 
duction  of  the  second  corporation  after 
such  items  have  been  adjusted  under 
the  provisions  of  §  40.463-1  by  reference 
to  the  first  corporation.  Such  adjust¬ 
ment  shall  be  made  whether  or  not  the 
second  corporation  computed  its  aver¬ 
age  base  period  net  income  by  appli¬ 
cation  of  Part  II.  The  first  corporation 
shall  be  treated  as  a  party  to  the  later 
Part  II  transaction  for  the  purpose  of 
the  application  under  this  section  of 
§  40.463-1  (c)  relating  to  intercompany 
stockholdings,  etc. 

Par.  4.  There  is  inserted  immediately 
after  section  464,  the  following: 

§  40.464-1  Base  period  capital  addi¬ 
tions  under  Part  II — (a)  In  general.  If 
a  taxpayer  acquires  properties  of  a  com¬ 
ponent  corporation  in  a  Part  II  trans¬ 
action  occurring  during  or  after  the 
beginning  of  the  second  taxable  year  pre¬ 
ceding  the  first  taxable  year  of  the  tax¬ 
payer  ending  after  June  30,  1950,  and 
if  the  taxpayer’s  average  base  period 
net  income  for  the  purpose  of  its  excess 
profits  credit  for  any  taxable  year  ending 
after  the  transaction  is  computed  by 
application  of  Part  II,  then  the  base 
period  capital  addition  of  the  acquiring 
corporation  shall  be  computed  for  such 
taxable  year  under  section  435  (f)  with 
the  application  of  this  section.  The  base 
period  capital  addition  shall  be  allowed 
to  an  acquiring  corporation  computing 
its  average  base  period  net  income  with 
respect  to  Part  II  only  if  such  acquiring 
corporation  computes  its  average  base 
period  net  income  under  the  general 
average  method  provided  in  section  435 
(d)  with  reference  to  section  462  (b)  or, 
in  certain  instances,  under  section  442 
(c)  with  reference  to  section  462  (d). 
See  section  435  (f)  (3).  If  the  Part  II 
transaction  occurs  prior  to  the  beginning 
of  the  second  taxable  year  preceding  the 
first  taxable  year  of  the  acquiring  cor¬ 
poration  ending  after  June  30,  1950,  no 
base  period  capital  addition  of  the  com¬ 
ponent  corporation  is  available  to  the 
acquiring  corporation.  See  examples  in 
§  40.461-3  (d)  and  (e).  The  rules  for 
determining  the  base  period  capital  ad¬ 
dition  of  the  acquiring  corporation  after 
the  Part  II  transaction  differ,  depending 
upon  whether  the  Part  II  transaction  is 
of  a  type  described  in  section  461  (a)  (1) 
(E),  and  depending  upon  the  taxable 
year  in  which  the  transaction  occurs. 
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(b)  Part  II  transactions  other  than  a 
transaction  described  in  section  461  (a) 

(1)  (£).  (1)  In  the  case  of  a  Part  n 
transaction  other  than  a  transaction 
described  in  section  461  (a)  (1)  (E), 
which  occurs  during  or  after  the  first 
taxable  year  of  the  acquiring  corpora¬ 
tion  ending  after  June  30,  1950,  for  the 
purpose  of  section  435  (f)  and  §  40.435-6, 
the  base  period  capital  addition  of  the 
acquiring  corporation  for  the  taxable 
year  in  which  the  transaction  occurs 
shall  be  the  sum  of  (i)  the  base  period 
capital  addition  of  the  acquiring  corpo¬ 
ration,  and  (ii)  an  amount  which  bears 
the  same  ratio  to  the  base  period  capital 
addition  of  the  component  corporation 
as  the  number  of  days  in  the  taxable 
year  of  the  acquiring  corporation  after 
the  transaction  bears  to  the  total  num¬ 
ber  of  days  in  such  taxable  year  in  which 
the  transaction  occurs.  The  base  pe¬ 
riod  capital  addition  of  the  acquiring 
corporation  for  any  taxable  year  there¬ 
after  shall  be  the  aggregate  of  the  base 
period  capital  addition  of  the  acquiring 
corporation  and  the  base  period  capital 
addition  of  the  component  corporation. 

(2)  In  the  case  of  a  Part  II  transac¬ 
tion  other  than  a  transaction  described 
in  section  461  (a)  (1)  (E),  which  oc¬ 
curred  during  the  first  taxable  year  of 
the  acquiring  corporation  immediately 
preceding  its  first  taxable  year  ending 
after  June  30,  1950,  the  base  period 
capital  addition  of  the  acquiring  corpo¬ 
ration  shall  be  computed  after  (i)  add¬ 
ing  to  the  yearly  base  period  capital  of 
the  acquiring  corporation  for  its  taxable 
year  immediately  preceding  its  first  tax¬ 
able  year  ending  after  June  30,  1950,  the 
yearly  base  period  capital  of  the  com¬ 
ponent  corporation  for  its  taxable  year 
immediately  preceding  its  first  taxable 
year  ending  after  June  30,  1950,  and 
(ii)  adding  to  the  yearly  base  period 
capital  of  the  acquiring  corporation  for 
its  second  taxable  year  preceding  its  first 
taxable  year  ending  after  June  30,  1950, 
the  yearly  base  period  capital  of  the 
component  corporation  for  its  second 
taxable  year  preceding  its  first  taxable 
year  ending  after  June  30,  1950. 

(3)  In  the  case  of  a  Part  II  transac¬ 
tion  other  than  a  transaction  described 
in  section  461  (a)  (1)  (E),  which  oc¬ 
curred  during  the  second  taxable  year  of 
the  acquiring  corporation  preceding  its 
first  taxable  year  ending  after  June  30, 
1950,  its  base  period  capital  addition 
shall  be  computed  after  adding  to  its 
yearly  base  period  capital  for  such  sec¬ 
ond  preceding  taxable  year,  the  yearly 
base  period  capital  of  the  component 
corporation  for  the  second  taxable  year 
preceding  the  component  corporation’s 
first  taxable  year  ending  after  June  30, 
1950. 

(4)  If  the  Part  II  transaction  oc¬ 
curred  prior  to  July  1,  1950,  it  is  neces¬ 
sary  to  determine  constructive  taxable 
years  ending  after  the  transaction  in 
order  to  make  the  comparisons  required 
with  respect  to  the  component  corpora¬ 
tion.  In  any  such  case,  the  component 
corporation  shall  be  deemed  to  have  as 
many  taxable  years  ending  after  the 
transaction  as  are  necessary  for  it  to 
have  a  first  taxable  year  ending  after 
June  30,  1950,  which  taxable  years  shall 
be  determined  on  the  basis  of  the  annual 
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accounting  period  applicable  to  the  com¬ 
ponent  corporation  immediately  prior 
to  the  transaction.  Wherever  it  is 
necessary  under  section  464  to  determine 
a  yearly  base  period  capital  for  any  such 
constructive  taxable  year  beginning 
after  the  Part  II  transaction,  such  yearly 
base  period  capital  shall  be  deemed  to 
be  an  amount  equal  to  the  yearly  base 
period  capital  of  the  component  corpo¬ 
ration  determined  as  of  the  day  of  the 
transaction  in  the  same  manner  as  if 
such  day  were  the  first  day  of  a  taxable 
year. 

Example.  The  A  Corporation,  which 
makes  its  Income  tax  returns  on  the  calen¬ 
dar  year  basis,  acquires  the  C  Corporation  on 
April  1,  1950,  in  a  Part  II  transaction.  The 
C  Corporation,  prior  to  such  transaction, 
made  its  income  tax  returns  on  the  basis  of 
a  fiscal  year  ending  June  30.  For  the  pur¬ 
pose  of  determining  the  base  period  capital 
addition  of  the  C  Corporation,  all  or  part  of 
which  will  be  added  under  subparagraph  ( 1 ) 
of  this  paragraph,  to  the  base  period  capital 
addition  of  the  A  Corporation,  the  taxable 
year  of  the  C  Corporation  beginning  July  1, 

1949,  in  which  year  the  Part  II  transaction 
takes  place,  will  be  deemed  to  end  June  30, 

1950,  and  the  C  Corporation  will  be  deemed 
to  have  another  taxable  year  beginning  July 
1,  1950,  and  ending  June  30,  1951,  which 
taxable  year  will  be  deemed  to  be  its  first 
taxable  year  ending  after  June  30,  1950.  The 
yearly  base  period  capital  for  the  constructive 
taxable  year  beginning  July  1,  '1950,  and 
ending  June  30,  1951,  will  be  deemed  to  be  an 
amount  equal  to  the  yearly  base  period  cap¬ 
ital  of  the  C  Corporation  determined  as 
of  April  1,  1950,  the  day  of  the  transaction. 
This  yearly  base  period  capital  will  be  com¬ 
pared  under  section  435  (f)  (2)  with  the 
yearly  base  period  capit:  1  of  the  C  Corpora¬ 
tion  for  the  fiscal  year  beginning  July  1,  1949 
(which  year  is  deemed  to  end  June  30,  1950), 
that  is,  with  the  amount  determined  as  of 
July  1,  1949,  and  with  the  yearly  base  period 
capital  for  the  fiscal  year  beginning  July  1, 
1948,  and  ending  June  30,  1949,  that  is,  with 
the  amount  determined  as  of  July  1,  1948. 

(c)  Intercompany  stockholdings,  etc. 

(1)  In  computing  under  section  464  the 
yearly  base  period  capital  of  either  the 
acquiring  corporation  or  the  component 
corporation  for  any  taxable  year,  the 
equity  capital  and  inadmissible  assets  of 
such  corporation  shall  be  determined 
after  excluding  all  of  the  stock  of  the 
other  such  corporation,  and  of  any  other 
corporation  a  party  to  the  Part  II  trans¬ 
action,  held  by  such  corporation  on  the 
day  for  which  equity  capital  and  inad¬ 
missible  assets  are  determined.  In  de¬ 
termining  daily  borrowed  capital,  and 
the  interest  adjustment  under  section  435 
(f)  <5),  for  the  purpose  of  computing 
yearly  base  period  capital  in  the  case  of 
either  the  acquiring  or  the  component 
corporation,  any  indebtedness  of  one 
such  corporation  to  the  other  such  cor¬ 
poration,  or  to  any  other  corporation 
a  party  to  the  Part  II  transaction,  shall 
not  be  considered  borrowed  capital. 
Similarly,  in  computing  the  amount  of 
loans  to  members  of  a  controlled  group 
for  the  purpose  of  determining  the  yearly 
base  period  capital,  any  indebtedness  to 
one  such  corporation  owed  by  the  other 
coiporation,  or  by  any  other  corporation 
a  party  to  the  Part  II  transaction,  shall 
be  excluded. 

(2)  There  shall  be  excluded  from  the 
base  period  capital  addition  of  the  ac¬ 
quiring  corporation  for  any  taxable  year 


ending  after  the  day  of  the  Part  II  trans¬ 
action  so  much  of  the  base  period  cap¬ 
ital  addition  for  such  taxable  year  as  is 
attributable  to  assets  obtained  for  the 
purpose  of  acquiring  stock  in  the  com¬ 
ponent  corporation  in  a  transaction 
described  in  §  40.462-10  (a)  (2),  that  is, 
in  a  transaction  not  covered  by  section 
462  (j)  (1). 

(3)  There  shall  be  excluded  from  the 
base  period  capital  addition  of  the  ac¬ 
quiring  corporation  for  any  taxable  year 
ending  after  the  Part  II  transaction  so 
much  of  the  base  period  capital  addi¬ 
tion  for  such  taxable  year  as  is  attribut¬ 
able  to  assets  obtained  by  the  compo¬ 
nent  corporation  (whether  as  equity  or 
borrow’ed  capital)  from  the  acquiring 
corporation,  or  from  any  other  corpora¬ 
tion  a  party  to  the  Part  II  transaction, 
after  the  beginning  of  the  second  tax¬ 
able  year  of  the  component  corporation 
preceding  its  first  taxable  year  ending 
after  June  30,  1950. 

(4)  To  the  extent  that  stock  of  a  com¬ 
ponent  corporation  was  acquired  in  an 
exchange  for  other  than  stock  of  the  ac¬ 
quiring  corporation  within  the  meaning 
of  section  462  (j)  (1)  (see  §  40.462-10), 
the  basis  of  the  assets  of  the  component 
corporation  shall  be  redetermined  as 
provided  in  section  470,  whether  or  not 
more  than  80  percent  of  the  stock  of  the 
component  corporation  is  acquired,  and 
such  redetermined  basis  shall  be  used 
where  appropriate  for  all  computations 
under  section  435  (f),  section  464,  and 
this  section. 

(d)  Limitations  under  section  462  (j) 
(1).  In  order  to  prevent  duplication 
under  section  464  in  computing  the  base 
period  capital  addition  in  the  case  of  a 
Fart  II  transaction  following  a  stock 
acquisition  covered  by  section  462  ( j )  ( 1 ) , 
which  stock  acquisition  occurred  after 
the  beginning  of  the  second  taxable  year 
of  the  acquiring  corporation  preceding 
its  first  taxable  year  ending  after  June 
30,  1950,  section  462  (j)  (1)  requires  that 
in  any  case  in  which  the  yearly  base  pe¬ 
riod  capital  of  the  component  corpora¬ 
tion  is  determined  as  of  the  day  of  such 
stock  acquisition  or  a  preceding  day, 
such  yearly  base  period  capital  shall  be 
reduced  to  an  amount  which  is  such  por¬ 
tion  thereof  as  the  stock  acquired  by  the 
acquiring  corporation  on  or  after  such 
day  is  of  the  total  stock  of  the  compo¬ 
nent  corporation  at  the  time  of  such  ac¬ 
quisition. 

Example  (1).  The  A  Corporation  (the 
acqviiring  corporation)  and  the  C  Corpora¬ 
tion  (the  component  corporation)  each 
makes  its  income  tax  returns  on  the  calen¬ 
dar  year  basis.  The  A  Corporation  pur¬ 
chases  30  percent  of  the  stock  of  the  C 
Corporation  on  April  1,  1951,  and  acquires 
all  of  the  properties  of  the  C  Corporation 
In  a  Part  II  transaction  on  September  1, 

1951.  In  computing  the  base  period  capital 
addition  of  the  C  Corporation,  which  Is 
added  to  the  base  period  capital  addition 
of  the  A  Corporation  under  the  rules  of 
paragraph  (b)  (1)  of  this  section,  only  70 
percent  of  the  yearly  base  period  capital 
of  the  C  Corporation  for  1948,  for  1949,  and 
for  1950  shall  be  taken  into  account,  that 
Is,  there  shall  be  eliminated  the  30  percent 
of  each  such  yearly  base  period  capital  at¬ 
tributable  to  the  stock  purchased  after  the 
day  (January  1  of  each  such  year)  for  which 
yearly  base  period  capital  is  determined. 
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Example  (2).  The  facts  in  this  example 
are  the  same  as  in  example  (1).  except  that 
the  stock  acquisition  occurred  on  April  1, 
1949,  instead  of  on  April  1,  1951.  In  this 
case,  no  adjustment  is  required  with  respect 
to  the  yearly  base  period  capital  for  1950 
since  that  amount  is  determined  as  of  Jan¬ 
uary  1,  1950,  a  day  subsequent  to  the  day 
of  the  stock  acquisition.  The  same  adjust¬ 
ment  is  required  with  respect  to  the  yearly 
base  period  capital  for  1948  and  1949  as  that 
required  in  example  (1),  since  both  such 
amounts  are  determined  as  of  a  day  pre¬ 
ceding  the  day  of  the  stock  acquisition. 

Example  (3).  The  facts  in  this  case  are 
the  same  as  in  example  ( 1 ) ,  except  that  the 
stock  acquisition  occurred  on  April  1,  1949, 
and  the  Part  II  transaction  occurred  on  Sep¬ 
tember  1,  1949.  In  determining  the  yearly 
base  period  capital  of  the  C  Corporation  for 
1948  and  1949,  which  amounts  will  be  added 
to  the  yearly  base  period  capital  of  the  A 
Corporation  for  1948  and  1949,  respectively, 
only  70  percent  of  each  such  amount  with 
respect  to  the  component  corjjoratlon  shall 
be  available  to  the  acquiring  corporation, 
that  is,  30  percent  of  each  such  amount  shall 
be  eliminated. 

(e)  Part  II  transactions  described  in 
section  461  (a)  (1)  (£).  (l)  In  the 

case  of  a  transaction  described  in 
section  461  (a)  (1)  (E)  which  occurs 
during  or  after  the  first  taxable  year  of 
the  component  corporation  ending  after 
June  30,  1950,  for  the  purpose  of  sec¬ 
tion  435  (f),  the  base  period  capital  ad¬ 
dition  of  an  acquiring  corporation  shall 
be  an  amount  which  bears  the  same  ratio 
to  the  base  period  capital  addition  of  the 
component  corporation  as  the  fair  mar¬ 
ket  value  of  the  assets  transferred  to 
such  acquiring  corporation  in  the  trans¬ 
action  bears  to  the  fair  market  value  of 
the  assets  of  the  component  corporation 
Immediately  prior  to  the  transaction, 

(2)  In  the  case  of  a  transaction  de¬ 
scribed  in  section  461  (a)  (1)  (E)  which 
occurred  during  a  taxable  year  of  the 
component  corporation  which  is  a  tax¬ 
able  year  preceding  its  first  taxable  year 
ending  after  June  30,  1950,  the  yearly 
base  period  capital  of  the  acquiring  cor¬ 
poration  for  the  year  in  which  the  trans¬ 
action  occurred  shall  be  computed  as  of 
the  day  following  the  transaction. 

(3)  In  case  the  transaction  described 
In  subparagraph  (2)  of  this  paragraph 
occurred  in  a  taxable  year  of  an  acquir¬ 
ing  corporation  which  is  its  first  taxable 
year  ending  after  June  30,  1950,  such 
acquiring  corporation’s  base  period  capi¬ 
tal  addition  shall  be  computed  as  follows : 

(i)  The  acquiring  corporation’s  yearly 
base  period  capital  for  its  first  taxable 
year  immediately  preceding  its  first  tax¬ 
able  year  ending  after  June  30,  1950, 
shall  consist  of  a  portion  of  the  yearly 
base  period  capital  of  the  component 
corporation  for  the  first  day  of  the  tax¬ 
able  year  of  the  component  corporation 
in  which  such  transaction  occurred,  and 

(ii)  The  acquiring  corporation’s 
yearly  base  period  capital  for  its  second 
taxable  year  preceding  its  first  taxable 
year  ending  after  June  30,  1950,  shall 
consist  of  a  portion  of  the  yearly  base 
period  capital  of  the  component  cor¬ 
poration  for  the  first  day  of  its  first  tax¬ 
able  year  immediately  preceding  its 
taxable  year  in  which  the  transaction 
occurred; 

Such  portion  in  each  instance  being  de¬ 
termined  by  the  ratio  which  the  fair 


market  value  of  the  assets  transferred 
to  the  acquiring  corporation  in  the 
transaction  bears  to  the  fair  market 
value  of  the  assets  of  the  component 
corporation  immediately  prior  to  the 
transaction. 

(4)  In  case  the  transaction  described 
In  subparagraph  (2)  of  this  paragraph 
occurred  during  the  taxable  year  of  an 
acquiring  corporation  immediately  pre¬ 
ceding  its  first  taxable  year  ending  after 
June  30,  1950,  then,  for  the  purpose  of 
computing  the  base  period  capital  addi¬ 
tion  of  such  acquiring  corporation,  its 
yearly  base  period  capital  for  its  second 
taxable  year  preceding  its  first  taxable 
year  ending  after  June  30,  1950,  shall 
consist  of  a  portion  of  the  yearly  base 
period  capital  of  the  component  corpora¬ 
tion  for  the  first  day  of  the  taxable  year 
of  the  component  corporation  in  which 
such  transaction  occurred.  Such  portion 
shall  be  determined  by  the  ratio  which 
the  fair  market  value  of  the  assets  trans¬ 
ferred  to  the  acquiring  corporation  in 
the  transaction  bears  to  the  fair  market 
value  of  the  assets  of  the  component 
corporation  immediately  prior  to  the 
transaction. 

(5)  See  §  40.461-7  (b)  for  special  rules 
applicable  in  the  case  of  a  Part  II  trans¬ 
action  described  in  section  461  (a)  (1) 
(E)  which  involves  a  transfer  to  an 
acquiring  corporation  by  two  or  more 
component  corporations,  or  which  in¬ 
volves  a  transfer  to  an  acquiring  corpo¬ 
ration  not  created  Incident  to  the 
transaction. 

§  40.464-2  Base  period  capital  addi¬ 
tion  in  case  of  successive  Part  II  trans¬ 
actions.  If  one  corporation  becomes  a 
component  of  a  second  corporation,  and 
if  the  second  corporation  thereafter  be¬ 
comes  a  component  of  a  third  corpora¬ 
tion,  the  base  period  capital  addition  of 
the  third  corporation  shall  be  deter¬ 
mined  under  §  40.464-1  by  computing 
the  second  corporation’s  yearly  base 
period  capital  and  its  base  period  capi¬ 
tal  addition  (whichever  is  available  to 
the  third  corporation)  after  such  items 
have  been  adjusted  under  the  provisions 
of  §  40.464-1  by  reference  to  the  first 
corporation.  Such  adjustment  shall  be 
made  whether  or  not  the  second  corpo- 
ratioih  computed  its  average  base  period 
net  income  by  application  of  Part  II. 
The  first  corporation  shall  be  treated  as 
a  party  to  the  later  Part  II  transaction 
for  the  purpose  of  the  application  under 
this  section  of  §  40.464-1  (c)  relating  to 
intercompany  stockholdings,  etc. 

(53  Stat.  32;  26  U.  S.  C.  62) 
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United  States  Coast  Guard 

t  46  CFR  Parts  32,  38,  39,  46,  50-57, 
59,  60,  76,  94,  113,  117,  146,  160, 
162  ] 

[CGFR  51-35] 

Vessel  Inspection  Regulations 

MERCHANT  MARINE  COUNCIL  PUBLIC  HEARING 
ON  PROPOSED  CHANGES 

1.  The  Merchant  Marine  Council  will 
hold  a  public  hearing  on  September  18, 


1951,  commencing  at  9:30  a.  m.,  In  Room 
4120,  Coast  Guard  Headquarters,  13th 
and  E  Streets  NW.,  Washington,  D.  C., 
for  the  purpose  of  receiving  comments 
on  the  proposed  changes  in  the  vessel 
inspection  regulations. 

2.  The  proposed  changes  in  the  regu- 
,lations,  together  with  the  statutory  au¬ 
thorities  for  making  such  changes,  are 
generally  described  by  subjects  in  para¬ 
graphs  4  to  37,  inclusive.  Copies  of  the 
proposed  changes  in  the  regulations  will 
be  mailed  to  persons  and  organizations 
who  have  expressed  an  active  interest 
in  the  subjects  under  discussion.  Copies 
of  any  of  the  proposed  regulations  may 
be  obtained  upon  request  from  the  Com¬ 
mandant  (CMC),  Coast  Guard  Head¬ 
quarters,  Washington  25,  D.  C.,  so  long 
as  they  are  available.  After  all  extra 
copies  available  for  distribution  are  ex¬ 
hausted,  copies  will  be  available  for 
reading  purposes  only  in  Room  4104, 
Coast  Guard  Headquarters,  or  at  the 
offices  of  the  various  Coast  Guard  Dis¬ 
trict  Commanders. 

3.  Comments  on  the  proposed  regula¬ 
tions  are  invited.  All  persons  who  de¬ 
sire  to  submit  written  comments,  data, 
and  views,  prior  to  the  hearing  for  con¬ 
sideration  in  connection  with  the  pro¬ 
posed  changes  may  submit  them  in 
writing  for  receipt  prior  to  September 
17,  1951,  by  the  Commandant  (CMC), 
Coast  Guard  Headquarters,  Washington 
25,  D.  C.,  or  comments,  data,  and  views 
may  be  presented  orally  or  in  writing 
at  the  hearing.  In  order  to  insure  con¬ 
sideration  of  comments  and  to  facilitate 
checking  and  recording,  it  is  essential 
that  each  comment  regarding  a  proposed 
section  of  regulations  shall  be  submitted 
on  a  separate  sheet  of  paper  showing 
the  specific  item  and  page  number  of 
the  agenda,  section  number,  the  pro¬ 
posed  change,  the  reason  or  basis  (if 
any),  and  the  name,  business  firm  or 
organization  (if  any),  and  the  address 
of  the  submitter.  Comments,  data,  and 
views  may  also  be  presented  orally  or 
in  writing  at  the  public  hearing  in  the 
same  manner  as  for  submission  of  writ¬ 
ten  comments.  At  the  public  hearing, 
the  proposed  revisions  and  amendments 
to  the  regulations  will  be  considered  in 
the  order  of  the  item  numbers  assigned 
to  the  various  subjects  under  consid¬ 
eration. 

ITEM  I — GENERAL  PROVISIONS — MARINE 
ENGINEERING  REGULATION  (12/51) 

4.  It  is  proposed  to  revise  the  Marine 
Engineering  Regulations  and  Material 
Specifications  (CG  115)  to  permit  the  use 
of  liberalized  design  stresses  based  upon 
a  factor  of  safety  of  4  under  certain  re¬ 
stricted  requirements  which  must  be 
met  in  order  to  use  the  higher  stresses 
allowed;  to  utilize  common  practices  and 
procedures  employed  in  the  industry  in¬ 
sofar  as  possible;  to  clarify  existing  re¬ 
quirements;  to  effect  necessary  editorial 
changes;  and  to  bring  the  requirements 
into  closer  agreement  with  the  rules  of 
the  American  Bureau  of  Shipping, 
standards  of  the  American  Society  for 
Testing  Materials,  and  codes  of  the 
American  Society  of  Mechanical  Engi¬ 
neers;  as  well  as  to  incorporate  proposed 
changes  based  on  petitions  received  from 
industry.  These  proposed  changes  are 
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given  in  detail  in  Items  I  to  VIII,  inclu¬ 
sive,  in  the  Agenda. 

5.  It  is  proposed  to  amend  46  CFR 

50.05  (c),  regarding  application  of 

Marine  Engineering  Regulations  and 
Material  Specifications,  in  order  that 
the  application  of  the  requirements  pro¬ 
posed  in  Items  II  to  VIII,  inclusive,  will 
be  clarified  in  regard  to  existing  instal¬ 
lations.  Under  certain  conditions  the 
application  of  the  proposed  require¬ 
ments  may  be  retroactive  in  effect. 

6.  The  authority  for  regulations  on 
marine  engineering  is  in  R.  S.  4405,  4417a, 
4418,  4426,  and  4429-4434,  as  amended, 
49  Stat.  1544,  54  Stat.  346,  1026.  and  sec. 

5  (e) ,  55  Stat.  244,  as  amended;  46  U.  S.  C. 
375,  391a.  392,  404,  407-412,  367,  1333, 
463a.  50  U.  S.  C.  App.  1275. 

ITEM  II — MATERIALS — MARINE  ENGINEERING 
REGULATIONS  (12/51) 

7.  It  is  proposed  to  revise  46  CFR  Parc 
51  in  its  entirety  so  that  the  material 
requirements  in  the  Marine  Engineering 
Regulations  and  Material  Specifications 
(CG  115)  will  utilize  insofar  as  possible 
the  practices  and  procedures  used  by  in¬ 
dustry.  Instead  of  publishing  detailed 
specification  requirements  for  materials, 
together  with  note  references  to  the  ap¬ 
plicable  American  Society  for  Testing 
Materials  specifications  or  other  specifi¬ 
cations,  it  is  proposed  to  adopt  by  ref¬ 
erence  the  A.  S.  T.  M.  specifications 
covering  various  materials  used  in  ma¬ 
rine  service  and  where  necessary  pub¬ 
lish  as  regulations  only  those  specific 
limitations  applicable  to  certain  ma¬ 
terials.  It  is  felt  that  listing  materials 
acceptable  for  marine  service  by  refer¬ 
ence  to  A.  S.  T.  M.  specifications  and 
specifically  stated  in  the  regulations  only 
the  limitations  applicable  to  certain  ma¬ 
terials  when  used  in  marine  service,  it 
will  be  easier  for  the  public  to  determine 
whether  or  not  materials  purchased  from 
steel  manufacturers  actually  will  meet 
Coast  Guard  requirements.  It  is  also 
proposed  to  revise  the  material  require¬ 
ments  for  flange  and  firebox  quality 
steel  plate  in  order  that  the  maximum 
temperature  permitted  may  be  increased 
from  500° 'to  650°  F.  to  be  consistent  with 
the  limitations  imposed  on  this  material 
when  used  as  flange  material  in  piping 
systems. 

8.  The  authority  for  regulations  on 
marine  engineering  is  in  R.  S.  4405, 
4417a,  4418,  4426,  and  4429-4434,  as 
amended,  49  Stat.  1544,  54  Stat.  343, 
1026,  and  sec.  5  (e).  55  Stat.  244,  as 
amended:  46  U.  S.  C.  375,  391a,  392,  404, 
407-412,  367,  1333,  463a,  50  U.  S.  C.  App. 
1275. 

ITEM  m — CONSTRUCTION — MARINE 
ENGINEERING  REGULATIONS  (12,  51) 

9.  It  is  proposed  to  revise  46  CFR  Part 
52  in  its  entirety  with  regard  to  con¬ 
struction  requirements  in  the  Marine 
Engineering  Regulations  and  Material 
Specifications  (CG  115).  The  changes 
proposed  will  bring  the  regulations  up  to 
date  with  modern  usages  and  practices 
used  in  industry;  change  certain  defi¬ 
nitions  and  general  requirements  by  in¬ 
corporating  the  American  Society  of 
Mechanical  Engineers  stresses  in  the 
design  formulas  governing  shells  and 
heads  of  boilers  and  unfired  pressure 


vessels;  provide  stress  tables  for  ferrous 
materials;  prescribe  definite  limitations 
for  the  design  of  boilers  and  unflred 
pressure  vessels  employing  stress  based 
upon  a  factor  of  safety  of  4,  such  as  cor¬ 
rosion  allowance,  removal  of  wielding  re¬ 
inforcement  and  consideration  of  addi¬ 
tional  stresses  imposed  by  effects  other 
than  internal  pressure;  establish  new 
tables  for  allowable  welded  joint  eflBcien- 
cies,  which  permit  increased  basic 
efficiencies  for  classes  I,  II,  and  III  weld¬ 
ing  by  the  removal  of  weld  reinforce¬ 
ment  and  by  the  use  of  spot  radiography 
and  stress  relief;  revise  present  require¬ 
ments  covering  design  formulas  for 
cylindrical  shells  and  dished  heads  of 
boilers  and  unfired  pressure  vessels, 
W’elding  requirements  covering  furnaces, 
fireboxes,  and  waterlegs  on  fire  tube 
boilers,  and  formulas  for  determining 
the  allowable  pressure  and  minimum 
thickness  of  boiler  tubes  so  that  these 
requirements  will  be  in  closer  agreement 
with  the  A.  S.  M.  E.  boiler  code  (as  pe¬ 
titioned  by  manufacturers) ;  add  new 
requirements  covering  automatically 
controlled  packaged  boilers,  access  and 
inspection  openings  in  boilers  or  pressure 
parts  thereof;  and  provide  a  method  for 
determination  of  ligament  efficiency  in 
tube  sheets  with  unsymmetrically  spaced 
holes. 

10.  The  authority  for  regulations  on 
marine  engineering  is  in  R.  S.  4405, 4417a, 
4418,  4426,  and  4420-4434,  as  amended, 
49  Stat.  1544,  54  Stat.  346,  1026,  and  sec. 
5  (e),  55  Stat.  244,  as  amended;  46 
U.  S.  C.  375,  391a,  392,  404,  407-412,  367, 
1333,  463a,  50  U.  S.  C.  App.  1275. 

ITEM  IV — LOW  PRESSURE  HEATING  BOILERS — 

MARINE  ENGINEERING  REGULATIONS 

(12/51) 

11.  It  is  proposed  to  revise  46  CFR 
Part  53  in  its  entirety  so  that  the  re¬ 
quirements  for  low  pressure  heating 
boilers  in  the  Marine  Engineering  Regu¬ 
lations  and  Material  Specifications  (CG 
115)  wall  be  similar  to  the  current  re¬ 
quirements  of  the  American  Society  of 
Mechanical  Engineers  heating  boiler  code 
insofar  as  possible.  The  factor  of  safety 
of  5  has  been  retained  for  the  design  of 
heating  boilers.  The  requirements  pre¬ 
scribing  the  capacity  and  testing  of 
safety  and  relief  valves  on  low  pressure 
heating  boilers  have  been  revised.  New 
requirements  are  proposed  for  prelimi¬ 
nary  tests  for  safety  and  relief  valves 
having  nonmetallic  disks  as  w’ell  as  for 
automatically  controlled  packaged  type 
heating  boilers. 

12.  The  authority  for  regulations  on 
marine  engineering  is  in  R.  S.  4405, 4417a, 
4418,  4426,  and  4429-4434,  as  amended, 
49  Stat.  1544,  54  Stat.  346,  1026,  and  sec. 
5  (e),  55  Stat.  244,  as  amended;  46 
U.  S.  C.  375,  391a,  392,  404,  407-412,  367, 
1333,  463a,  50  U.  S.  C.  App.  1275. 

ITEM  V — UNFIRED  PRESSURE  VESSELS — 

MARINE  ENGINEERING  REGULATIONS 

(12/51) 

13.  It  is  proposed  to  revise  46  CFR 
Part  54  in  its  entirety  with  regard  to 
the  requirements  covering  unfired  pres¬ 
sure  vessels  in  the  Marine  Engineering 
Regulations  and  Material  Specifications 
(CG  115).  This  proposal  will  establish 
a  more  uniform  set  of  regulations  for 


the  design  and  construction  of  unfired 
pressure  vessels.  The  requirements 
covering  stress  relieving  of  unfired  pres¬ 
sure  vessels  constructed  of  A204  and* 
A212  steel  plate  have  been  revised  to 
agree  wdth  the  A.  S.  M.  E.  unfired  pres¬ 
sure  vessel  code.  A  table  for  stresses 
for  nonferrous  materials  and  cast  iron, 
design  formulas  for  tube  sheets  and 
tubes  of  heat  exchangers  and  cast  iron 
heads;  requirements  regarding  access 
and  inspection  openings  to  provide  for 
suitable  inspection  and  cleaning  of  un¬ 
fired  pressure  vessels,  as  well  as  revised 
requirements  for  nozzle  openings  and 
reinforcements:  and  requirements  cover¬ 
ing  pressure  relief  devices  on  unfired 
pressure  vessels,  including  the  require¬ 
ments  for  the  flow  testing  of  safety  re¬ 
lief  valves  for  liquefied  compressed  gases, 
have  been  proposed.  New  formulas 
have  been  incorporated  in  the  proposed 
requirements  to  permit  calculation  of 
the  theoretical  flow  of  the  gas  used  in 
the  flow  tests  where  coefficients  of  dis¬ 
charge. are  to  be  determined  for  safety 
relief  valves.  The  physical  properties 
of  the  more  common  gases  have  been 
tabulated  at  standard  conditions  of  60® 
F.  atmospheric  pressure. 

14.  If  the  proposals  regarding  require¬ 
ments  for  unfired  pressure  vessels  for 
liquefied  compressed  gases  are  adopted, 
similar  requirements  presently  published 
in  46  CFR  Parts  38  and  39,  regarding 
liquefied  petroleum  gases  and  inflam¬ 
mable  or  combustible  liquids  having 
lethal  characteristics  in  the  Tank  Vessel 
Regulations  (CG  123),  and  46  CFR 
146.24-1  to  146.24-100,  regarding  de¬ 
tailed  regulations  governing  compressed 
gases  in  the  Explosives  or  Other  Danger¬ 
ous  Articles  on  Board  Vessels  (CG  187), 
wall  be  transferred  to  46  CFR  Part  54  of 
the  Marine  Engineering  Regulations. 

15.  The  authority  for  regulations  on 
marine  engineering  is  in  R.  S.  4405, 4417a, 
4418,  4426,  and  4429-4434,  as  amended, 
49  Stat.  1544,  54  Stat.  346,  1026,  and  sec. 

5  (e) ,  55  Stat.  244,  as  amended ;  46  U.  S.  C. 
375,  391a,  392,  404,  407-412,  367,  1333, 
463a,  50  U.  S.  C.  App.  1275. 

ITEM  VI — PIPING  SYSTEMS — MARINE  ENGI¬ 
NEERING  REGULATIONS  (12/51) 

16.  It  is  proposed  to  revise  46  CFR 
Part  55  in  its  entirety  with  regard  to 
piping  systems  in  the  Marine  Engineer¬ 
ing  Regulations  and  Material  Specifica¬ 
tions  (CG  115).  The  proposals  will 
revise  certain  requirements  for  piping 
systems  and  will  incorporate  additional 
requirements  for  new  materials  permit¬ 
ted.  The  piping  material  stress  table 
has  been  revised  by  incorporating  addi¬ 
tional  piping  materials  for  use  in  high 
temperature  service  and  a  number  of 
new  nonferrous  grades  of  materials  have 
been  added.  The  design  pressures  for 
piping  systems  have  been  clarified  in 
order  to  establish  minimum  design  re¬ 
quirements  for  saturated  and  super¬ 
heated  steam  piping.  The  requirements 
for  the  design  of  pipe  pierced  with  tube 
holes  have  been  revised  to  agree  with 
the  A.  S.  M.  E.  code.  The  allowable 
variations  in  pressures  and  temperatures 
above  the  design  limit  for  piping  have 
been  clarified.  Certain  requirements 
covering  the  design  of  valves,  plug  cocks. 
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and  flange  joints  have  been  revised  to 
clarify  their  intent.  The  design  of  boiler 
feed  and  blow-off  piping  has  been  re¬ 
vised  to  require  a  design  pressure  of  not 
less  than  125  percent  of  the  maximum 
allowable  pressure  of  the  boiler.  The 
number  and  location  of  independent 
bilge  suctions  required  have  been  re¬ 
vised  to  agree  with  the  1948  Convention 
for  Safety  of  Life  at  Sea.  Changes  have 
also  been  made  to  the  fuel  oil  service 
requirements  to  permit  a  vessel  having 
an  auxiliary  packaged  boiler  not  exceed¬ 
ing  3000  pounds  per  hour  generating 
capacity  to  be  equipped  with  a  single  fuel 
oil  pump  and  heater.  It  is  also  pro¬ 
posed  to  no  longer  require  vessels  burn¬ 
ing  fuel  oils  of  low  viscosity  to  be 
equipped  with  fuel  oil  heaters.  Certain 
requirements  covering  lubricating  oil 
systems  have  been  revised  to  agree  with 
the  American  Bureau  of  Shipping  rules. 
The  requirements  for  sounding  pipes 
have  been  revised  to  clarify  their  intent. 

17.  The  authority  for  regulations  on 
marine  engineering  is  in  R.  S.  4405, 
4417a,  4418,  4426,  and  4429-4434,  as 
amended,  49  Stat.  1544,  54  Stat.  346, 1026, 
and  sec.  5  (e),  55  Stat.  244,  as  amended; 
46  U.  S.  C.  375,  391a,  392,  404,  407-412, 
367,  1333,  463a,  50  U.  S.  C.  App.  1275. 

ITEM  VII — ARC  WELDING.  GAS  WELDING,  AND 

BRAZING — MARINE  ENGINEERING  REGULA¬ 
TIONS  (12/51) 

18.  It  is  proposed  to  revise  46  CFR  Part 
56  in  its  entirety  with  regard  to  arc  weld¬ 
ing,  gas  welding,  and  brazing  in  the  Ma¬ 
rine  Engineering  Regulations  and  Ma¬ 
terial  Specifications  (CG  115) .  It  is  pro¬ 
posed  to  clarify  the  scope  of  the  regula¬ 
tions;  redefine  welding  terms  employed 
in  welding  processes  to  agree  with  the 
American  Welding  Society  standards; 
and  to  revise  certain  requirements  re¬ 
garding  acceptable  types  of  welded  joints 
to  agree  with  the  American  Society  of 
Mechanical  Engineers  codes  and  Ameri¬ 
can  Bureau  of  Shipping  rules.  It  is  pro¬ 
posed  to  revise  the  regulations  covering 
arc  welding  and  gas  welding  to  require 
approval  of  plans  showing  the  essential 
fabrication  details;  requirements  for 
submerged  arc  welding  procedure  qualifi¬ 
cations;  acceptable  arc  welding  elec¬ 
trodes;  joint  efficiency  requirements  for 
classes  II  and  III  welded  pressure  ves¬ 
sels;  figures  illustrating  joint  details; 
requirements  for  various  types  of  weldecl 
joints;  seal  welding  and  intermittent 
welding ;  stress  relieving  requirements  for 
class  II  welded  pressure  vessels;  classes 
I  and  II  welded  piping  systems;  and 
slip-on  flanges  of  class  I  welded  type. 
It  is  proposed  to  revise  the  requirements 
regarding  tests  and  inspection  to  provide 
for  spot  radiography  of  welded  joints  for 
cla.ss  II  welded  pressure  vessels  designed 
with  a  factor  of  safety  of  4.  The  pro¬ 
posed  changes  in  46  CFR  Part  56  will 
bring  the  requirements  into  closer  agree¬ 
ment  with  American  Welding  Society 
standards.  American  Society  of  Me¬ 
chanical  Engineers  code.  Navy  Depart¬ 
ment  requrements,  or  American  Bureau 
of  Shipping  rules  covering  the  same 
subjects. 

19.  The  authority  for  regulations  on 
marine  engineering  is  in  R.  S.  4405, 
4417a,  4418,  4426,  and  4429-44:4,  as 


amended,  49  Stat.  1544,  54  Stat.  346, 
1026,  and  sec.  5  (e),  55  Stat.  244,  as 
amended;  46  U.  S.  C.  375,  391a.  392,  404, 
407-412,  367,  1333,  463a,  50  U.  S.  C.  App. 
1275. 

ITEM  VIII — INSTALLATIONS,  TESTS,  INSPEC¬ 
TIONS,  REPAIRS,  ETC. — MARINE  ENGINEER- 
ZI4G  REGULATIONS  (12/51) 

20.  It  is  proposed  to  revise  46  CFR 
Part  57  in  its  entirety  with  regard  to  re¬ 
quirements  covering  installations,  tests, 
inspections,  repairs,  etc.,  in  the  Marine 
Engineering  Regulations  and  Material 
Specifications  (CG  115) .  It  is  proposed 
to  cancel  certain  regulations  containing 
administrative  instructions  to  Coast 
Guard  marine  inspectors  and  to  revise 
Other  requirements  to  agree  with  pro¬ 
cedures  presently  followed  by  industry 
in  repairing,  installing,  testing,  and  in¬ 
specting  certain  types  of  marine  in¬ 
stallation.  It  is  proposed  to  bring  up 
to  date  the  method  for  determining  the 
proportional  limit  of  pressure  parts  to 
agree  with  the  current  American  Society 
of  Mechanical  Engineers  code.  The 
formula  for  calculating  the  maximum 
allowable  pressure  of  the  weakest  part  of 
the  structure  under  stress  has  been  re¬ 
vised  by  the  substitution  of  the  maxi¬ 
mum  allowable  stress  for  the  average 
tensile  strength  which  is  necessary  when 
the  pressure  part  is  subject  to  tempera¬ 
tures  exceeding  650“  F.  for  ferrous 
materials. 

21.  The  requirements  for  fusible  plugs 
for  boilers  have  been  revised  and  it  is 
proposed  to  place  these  regulations  in  46 
CFR  Part  162  in  Subchapter  (^ — Specifi¬ 
cations  and  they  will  be  designated  as 
“Subpart  162.014 — Fusible  Plugs  for. 
Merchant  Vessels.”  New  requirements 
for  fusible  plugs  in  small  fire’  tube  boilers 
have  been  added.  Since  the  specifica¬ 
tion  for  fusible  plugs  applies  primarily 
to  the  manufacturing  of  this  equipment, 
it  will  not  be  published  in  the  Marine 
Engineering  Regulations  and  Material 
Specifications. 

22.  The  authority  for  regulations  on 
marine  engineering  is  in  R.  S.  4405, 
4417a,  4418,  4426,  and  4429-4434,  as 
amended,  49  Stat.  1544,  54  Stat.  346, 
1026,  and  sec.  5  (e),  55  Stat.  244,  as 
amended;  46  U.  S.  C.  375,  391a,  392,  404, 
407-412,  367,  1333,  463a,  50  U.  S.  C.  App. 
1275. 

ITEM  IX — STEERING  APPARATUS — MARINE 
ENGINEERING  REGULATIONS  (55/51) 

23.  At  present  requirements  for  steer¬ 
ing  apparatus  are  contained  in  over  14 
different  regulations  in  46  CFR  Chapter 
I.  In  order  to  eliminate  conflicting  re¬ 
quirements  as  well  as  to  clarify  Coast 
Guard  regulations,  it  is  proposed  to  elim¬ 
inate  these  requirements  presently  in 
effect  and  to  place  the  revised  regula¬ 
tions  for  steering  apparatus  in  46  CFR 
Part  55  as  a  new  “Subpart  55.19 — Steer¬ 
ing  Apparatus.”  Where  necessary  ap¬ 
propriate  cross  references  will  be  pub¬ 
lished  in  lieu  of  the  complete  text  in  the 
other  subchapters  in  46  CFR  Chapter  I. 

24.  It  is  proposed  to  cancel  46  CFR 
32.25-30,  32.35-25,  and  32.35-35,  with  re¬ 
gard  to  steering  apparatus  in  the  Tank 
Vessel  Regulations  (CG  123) .  An  appro¬ 
priate  cross  reference  regarding  steering 
apparatus  on  tank  ships  to  the  proposed 


regulations  in  46  CFR  Subpart  55.19  will 
be  inserted.  The  proposed  requirements 
for  steering  apparatus  on  tank  barges 
will  also  contain  the  present  proviso  in 
46  CFR  32.35-35  that  the  requirements 
for  steering  apparatus  for  tank  ships 
shall  be  met  insofar  as  it  is  practicable 
to  do  so.  The  proposed  regulations  for 
steering  apparatus  on  tank  vessels  will 
be  made  retroactive  in  effect  to  July  1, 
1951.  Since  the  proposed  changes  are 
primarily  editorial  in  nature  or  only 
modify  present  requirements  for  obtain¬ 
ing  uniformity  covering  steering  appar¬ 
atus  requirements,  it  is  felt  that  this 
action  will  not  seriously  affect  new  in¬ 
stallations,  and  is  recommended  primar¬ 
ily  in  order  to  maintain  a  continuity  of 
dates  applicable  to  the  general  require¬ 
ments  applicable  to  tank  vessels. 

25.  It  is  proposed  to  cancel  46  CFR 
46.40,  regar(iing  auxiliary  steering  appa¬ 
ratus  in  the  Load  Line  Regulations  (CG 
176).  This  action  is  proposed  in  order 
to  eliminate  conflicting  requirements. 

26.  It  is  proposed  to  cancel  the  require¬ 
ments  in  46  CFR  59.61  59.62,  60.55,  60.55a, 
76.55,  76.56,  94.54,  94.55,  113.46a,  and 
113.47,  regarding  steering  apparatus  in 
the  various  General  Rules  and  Regula¬ 
tions  for  Vessel  Inspection  and  insert 
cross  references  to  the  requirements  in 
the  marine  engineering  regulations.  This 
proposal  is  made  in  order  to  simplify 
the  presentation  of  requirements  for 
steering  apparatus. 

27.  The  authority  for  regulations  re¬ 
quiring  steering  apparatus  is  in  R.  S. 
4405,  4417,  4417a,  4418,  4426,  and  4480, 
as  amended,  49  Stat.  1384,  1544,  54  Stat. 
346  and  sec.  5  (e) ,  55  Stat.  244,  as  amend¬ 
ed;  46  U.  S.  C.  375,  391,  391a,  392,  404, 
474,  369,  367.  1333,  50  U.  S.  C.  App.  1275. 

ITEM  X — COMPRESSED  GASES — DANGEROUS 
CARGO  REGULATIONS  (57/51) 

28.  It  is  proposed  to  amend  46  CFR 

146.24- 1  to  146.24-100,  inclusive,  regard¬ 
ing  detailed  regulations  governing  com¬ 
pressed  gases  in  “Explosives  or  Other 
Dangerous  Articles  on  Board  Vessels” 
(CG  187).  The  proposed  revision  in¬ 
cludes  new  hazardous  articles  which 
have  become  commercially  important 
and  are  now  being  shipped  by  water  in 
increasing  quantities  and  a  number  of 
new  containers  for  compressed  gases  will 
be  permitted.  These  changes  are  being 
made  so  that  the  Coast  Guard  require¬ 
ments  will  agree  with  the  Interstate 
Commerce  Commission’s  Regulations  for 
similar  materials  insofar  as  practicable. 

29.  The  authority  for  regulations  cov¬ 
ering  the  transportation  of  compressed 
gases  is  in  R.  S.  4405  and  4472,  as 
amended,  and  sec.  5  (e),  55  Stat.  244,  as 
amended;  46  U.  S.  C.  375,  170,  and  50 
U.  S.  C.  App.  1275. 

ITEM  XI — POISONOUS  ARTICLES — DANGL."- 
OUS  CARGO  REGULATIONS  (56/51) 

30.  It  is  proposed  to  amend  46  CFR 

148.25- 1  to  146.25-100,  inclusive,  regard¬ 
ing  detailed  regulations  pertaining  to 
poisonous  articles  in  “Explosives  or 
Other  Dangerous  Articles  on  Board  Ves¬ 
sels”  (CG  187).  The  proposed  revision 
Includes  new  poisonous  articles  which 
have  become  commercially  important 
and  are  being  shipped  by  water  in  in¬ 
creasing  quantities  and  a  number  of  new 
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containers  for  poisonous  materials  will 
be  permitted.  These  changes  will  revise 
the  Coast  Guard  requirements  so  that 
they  will  be  in  agreement  with  the  In¬ 
terstate  Commerce  Commission’s  regu¬ 
lations  insofar  as  practicable.  It  is 
proposed  to  amend  the  various  sections 
regarding  shippers’  requirements  re 
packing,  marking,  labeling,  and  ship¬ 
ping  papers  and  the  detailed  require¬ 
ments  set  forth  in  Table  146.25-100. 

31.  The  authority  for  regulations  cov¬ 
ering  the  transportation  of  poisonous 
articles  is  in  R.  S.  4405,  4472,  and  sec. 

5  (e),  55  Stat.  244,  as  amended;  46 
U.  S.  C.  375,  170,  and  50  U.  S.  C.  App. 
1275. 

ITEM  XII — EXPLOSIVES — DANGEROUS  CARGO 
REGULATIONS  (60/51) 

32.  It  is  proposed  to  revise  4C  CFR 
146.20-1  to  146.20-100,  inclusive,  regard¬ 
ing  detailed  regulations  governing  ex¬ 
plosives  in  “Explosives  or  Other 
Dangerous  Articles  on  Board  Vessels” 
(CG  187).  This  revision  will  include  a 
number  of  new  explosives  which  have 
become  commercially  important  and  are 
now  being  shipped  by  water  in  increas¬ 
ing  quantities,  and  a  number  of  new 
containers  for  explosives  will  be  per¬ 
mitted.  New  regulations  are  also  pro¬ 
posed  which  will  define  an  explosive, 
state  type  of  prohibited  or  not  permitted 
explosives  in  water  transportation,  ac¬ 
ceptable  explosives  for  water  transpor¬ 
tation,  and  type  of  class  A  explosives, 
as  well  as  revised  general  requirements 
regarding  classes  B  and  C  explosives. 
These  revisions  are  in  agreement  with 
the  Interstate  Commerce  Commission’s 
regulations  for  such  articles  insofar  as 
practicable. 

33.  The  authority  for  regulations  gov¬ 
erning  transportation  of  explosives  is  in 
R.  S.  4405  and  4472,  as  amended,  and  sec. 

5  (e),  55  Stat.  244,  as  amended;  46 
U.  S.  C.  375,  170,  and  50  U.  S.  C.  App. 
1275. 

ITEM  XIII — MECHANICAL  DISENGAGING  APPA¬ 
RATUS,  LIFEBOAT — SPECIFICATIONS  (61/51) 

34.  It  is  proposed  to  amend  46  CFR 
160.033-2,  160.033-3,  and  160.033-4,  re¬ 
garding  requirements  for  lifeboat  me¬ 
chanical  disengaging  apparatus.  The 
proposed  revision  of  46  CFR  160.033-2 
revises  the  specification  requirements  to 
agree  with  the  regulations  in  46  CFR 
59.68  and  60.61,  which  do  not  permit  the 
replacing  of  releasing  gear  w'ith  other 
than  the  Rottmer  type  on  ocean  and 
coastwise  vessels  over  3,000  gross  tons. 
The  new  requirements  to  be  added  to  46 
CFR  146.033-3  will  require  afiidavits 
from  the  manufacturer  relative  to  the 
physical  and  chemical  properties  of  the 
materials  used  in  order  to  insure  that 
subsequent  releasing  gears  built  will 
maintain  a  factor  of  safety  at  least 
equivalent  to  that  provided  in  the  first 
year  tested.  The  proposed  change  in  46 
CFR  146.033-4  will  increase  the  test  load 
for  initial  approval  of  the  mechanical 
disengaging  apparatus  to  an  amount 
equivalent  to  the  weight  of  a  fully  loaded 
lifeboat  plus  10  percent  in  order  that 
this  test  load  will  not  be  less  than  the 
load  used  in  the  shipboard  installation 
tests  as  set  forth  in  46  CFR  59.3a,  60.21a, 


76.15a,  and  94.14a  in  the  general  rules 
and  regulations  for  Vessel  Inspection. 

35.  The  authority  for  regulations  cov¬ 
ering  lifeboat  mechanical  disengaging 
apparatus  is  in  R.  S.  4405,  4417a,  4426, 
4481,  4488,  and  4491,  as  amended,  35  Stat. 
428,  49  Stat.  1544,  54  Stat.  346,  and  sec. 
5  (e),  55  Stat.  244,  as  amended;  48 
U.  S.  C.  375,  391a,  404,  474,  481,  489, 
396,  367,  1333,  and  50  U.  S.  C.  App.  1275. 

ITEM  XIV — LIFE  PRESERVERS  OR  OTHER 
LIFESAVING  DEVICES  (63/51) 

36.  It  is  proposed  to  amend  46  CFR 
117.4,  with  regard  to  life  preservers  on 
ferryboats  in  the  General  Rules  and 
Regulations  for  Vessel  Inspection, 
Rivers  (CG  185).  The  proposed  regula¬ 
tion  will  require  children’s  life  preserv¬ 
ers  on  motor  propelled  river  ferry  vessels 
in  a  number  equal  to  at  least  10  percent 
of  the  total  number  of  persons  carried. 
This  regulation  is  proposed  in  order  to 
clarify  the  intent  of  the  regulations  be¬ 
cause  of  the  amendments  setting  forth 
similar  requirements  in  46  CFR  25.4-1 
(a),  26.2-1,  and  27.2-1  in  the  Motorboat 
Regulations  and  46  CFR  113.44a  in  the 
General  Rules  and  Regulations  for  Ves¬ 
sel  Inspection,  Rivers,  which  were  added 
so  that  motorboats  and  motor  vessels 
carrying  passengers  for  hire  will  be 
equipped  with  an  approved  life  preserver 
for  every  person  on  board  and  with  an 
additional  number  of  approved  life  pre¬ 
servers  suitable  for  children  equal  to  at 
least  10  percent  of  the  total  number  of 
persons  carried. 

37.  The  authority  for  regulations  cov¬ 

ering  children’s  life  preservers  on  ferry 
motorboats  or  ferry  motor  vessels  carry¬ 
ing  passengers  for  hire  is  in  R.  S.  4405, 
4426,  and  4488,  as  amended,  and  54  Stat. 
163-167,  and  sec.  5  (e),  55  Stat.  244,  as 
amended;  46  U.  S.  C.  375,  404,  436,  526- 
526t,  and  50  U.  S.  C.  App.  1275.  . 

Dated:  August  9,  1951. 

[seal]  a.  C.  Richmond, 

Rear  Admiral,  U.  S.  Coast  Guard. 

Acting  Commandant. 

[F.  R.  Doc.  51-9738;  Filed,  Aug.  15,  1951; 
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DEPARTMENT  OF  AGRICULTURE 

Production  and  Marketing 
Administration 

[  7  CFR  Part  33  1 

Export  Apples  and  Pears 

MINIMUM  QUALITY  REQUIREMENTS  FOR 
SHIPMENTS  IN  EXPORT 

Notice  is  hereby  given  that  the  United 
States  Department  of  Agriculture  is  con¬ 
sidering  proposed  amendments,  as  here¬ 
inafter  set  forth,  to  the  regulations  (7 
CFR  Part  33)  currently  in  effect  pur¬ 
suant  to  the  provisions  of  the  so-called 
Export  Apple  and  Pear  Act  (48  Stat.  123; 
7  U.  S.  C.  581-589). 

All  persons  who  desire  to  submit  writ¬ 
ten  data,  views  or  arguments  for  con¬ 
sideration  in  connection  with  the  pro¬ 
posed  revision  should  file  same,  in 
duplicate,  with  the  Chief,  Regulatory 
Division,  Fruit  and  Vegetable  Branch, 
Production  and  Marketing  Administra¬ 


tion,  United  States  Department  of  Agri¬ 
culture,  Washington  25,  D.  C.,  not  later 
than  10  days  after  publication  hereof  in 
the  Federal  Register. 

The  proposal  is  to  amend  paragraphs 
(a)  and  (b)  of  §  33.13  to  read  as  follows: 

§  33.13  Minimum  quality  require- 
ments  lor  shipments  in  export — (a)  Ap¬ 
ples.  Any  lot  of  apples  in  packages 
shipped  or  transported  in  foreign  com¬ 
merce  must  meet  each  minimum  re¬ 
quirement  of  the  U.  S.  Utility  or  the  U.  S. 
No.  1  Early  grade,  as  specified  in  the 
United  States  Standards  for  Apples,  is¬ 
sued  by  the  Department  on  June  28, 
1951,  effective  July  23,  1951,  subject  to 
the  tolerances  for  the  applicable  grade, 
except  that  such  apples  shall  not  contain 
apple  maggots  and,  of  such  apples,  not 
more  than  2  percent  may  have  apple 
maggot  injury  and  not  more  than  2  per¬ 
cent  may  be  infested  with  San  Jose 
scale:  Provided,  That  any  lot  of  apples 
in  containers  conspicuously  marked 
“cannery”  may  be  shipped  or  trans¬ 
ported,  as  aforesaid,  if  such  lot  of  apples 
meets  each  minimum  requirement  of  the 
U.  S.  No.  2  grade,  as  specified  in  the 
U.  S.  Standards  for  Apples  for  Process¬ 
ing,  issued  August  9,  1946,  effective  Sep¬ 
tember  2,  1946,  and  reissued  April  14, 
1948,  subject  to  a  tolerance  of  10  percent 
for  defects  of  this  grade  and  an  addi¬ 
tional  tolerance  of  5  percent  for  apples 
below  any  specified  minimum  size,  and 
an  additional  tolerance  of  10  percent  for 
apples  above  any  specified  maximum 
size. 

(b)  Pears.  Any  lot  of  pears  in  pack¬ 
ages  shipped  or  transported  in  foreign 
commerce  must  meet  each  minimum 
requirement  of  the  applicable  U.  S.  No. 
2  grade,  as  specified  (1)  in  the  U.  S. 
Standards  for  Summer  and  Fall  Pears, 
such  as  Bartlett,  Hardy,  and  other  simi¬ 
lar  varieties,  effective  June  27,  1940, 
issued  by  the  Department  on  June  26, 
1940,  and  reissued  September  3.  1946, 
or  (2)  in  the  U.  S.  Standards  for  Winter 
Pears,  such  as  Anjou,  Bose,  Winter  Nelis, 
Comice,  and  other  similar  varieties, 
effective  July  8,  1940,  issued  by  the  De¬ 
partment  on  June  28,  1940,  and  reissued 
on  March  23,  1948,  subject  to  the  toler¬ 
ance  permitted  for  such  applicable 
grade,  except  that  such  pears  shall  not 
contain  apple  maggots  and,  of  such 
pears,  not  more  than  2  percent  may  have 
apple  maggot  injury  and  not  more  than 
2  percent  may  be  infected  with  San  Jose 
scale:  Provided,  That  any  lot  of  pears 
in  containers  conspicuously  marked 
“cannery”  may  be  shipped  or  trans¬ 
ported,  as  aforesaid,  if  such  lot  of  pears 
meets'  each  minimum  requirement  of  the 
U.  S.  No.  2  grade,  as  specified  in  the  U.  S. 
Standards  for  Pears  for  Canning,  effec¬ 
tive  June  12,  1939,  Issued  by  the  De¬ 
partment  on  June  6,  1939,  and  reissued 
August  2,  1948,  subject  to  an  aggregate 
tolerance  of  10  percent  for  defects  of 
this  grade. 

Issued  at  Washington,  D.  C.,  this  13th 
day  of  August  1951. 

Roy  W.  Lennartson, 
Assistant  Administrator,  Pro¬ 
duction  and  Marketing  Ad¬ 
ministration. 

[F.  R.  Doc.  51-9743;  Filed.  Aug.  15,  1951; 

8:52  a.  m.J 
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PROPOSED  RULE  MAKING 


I  7  CFR  Part  971  1 

(Docket  No.  AO-175-A81 

Handling  of  Milk  in  Dayton-Spring- 
FiELD,  Ohio,  Marketing  Area 

NOTICE  OF  recommended  DECISION  AND  OP¬ 
PORTUNITY  TO  FILE  WRITTEN  EXCEPTIONS 

WITH  RESPECT  TO  PROPOSED  AMENDMENT 

TO  TENTATIVE  MARKETING  AGREEMENT,  AND 

TO  ORDER,  AS  AMENDED 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  601  et  seq.), 
the  applicable  rules  of  practice  and  pro¬ 
cedure,  as  amended,  governing  the  for¬ 
mulation  of  marketing  agreements  and 
marketing  orders  (7  CFR  Part  900),  no¬ 
tice  is  hereby  given  of  the  filing  with  the 
Hearing  Clerk  of  the  recommended  de¬ 
cision  of  the  Assistant  Administrator, 
Production  and  Marketing  Administra¬ 
tion,  United  States  Department  of  Agri¬ 
culture,  with  respect  to  a  proposed 
amendment  to  the  tentative  marketing 
agreement  and  to  the  order,  as  amended, 
regulating  the  handling  of  milk  in  the 
Dayton-Springfleld,  Ohio,  marketing 
area.  Interested  parties  may  file  wTit- 
tcn  exceptions  to  this  decision  with  the 
Hearing  Clerk,  United  States  Depart¬ 
ment  of  Agriculture,  Washington  25, 
D.  C.,  not  later  than  the  close  of  busi¬ 
ness  the  5th  day  after  publication  of 
this  decision  in  the  Federal  Register. 
Exceptions  should  be  filed  in  quadrupli¬ 
cate. 

Preliminary  statement.  The  hearing, 
on  the  record  of  which  the  proposed 
amendment  to  the  tentative  marketing 
agreement  and  to  the  order,  as  amended, 
was  formulated,  was  conducted  at  Day- 
ton,  Ohio,  on’June  13,  1951,  pursuant  to 
notice  thereof  which  was  issued  on  June 
6,  1951  (16  F.  R.  5497). 

The  material  issues  of  record  related 
to: 

1.  The  classification  of  concentrated 
milk, 

2.  The  classification  of  milk  trans¬ 
ferred  by  a  handler  to  a  person  other 
than  a  handler, 

3.  Establishment  of  provisions  to  ad¬ 
just  automatically  Class  I  and  Class  II 
prices  in  response  to  changes  in  the  rela¬ 
tionship  between  market  supply  and 
demand, 

4.  The  level  of  the  Class  III  price  for 
butterfat  made  into  butter  and  for  skim 
milk,  and 

5.  The  amount  of  deductions  for  mar¬ 
keting  services  from  payments  to  pro¬ 
ducers. 

Findings  and  conclusions.  The  fol¬ 
lowing  findings  and  conclusions  on  the 
material  issues  are  bailed  on  evidence 
presented  at  the  hearing  and  the  record 
thereof. 

1.  Milk  u.sed  in  the  manufacture  of 
concentrated  milk  should  be  classified  in 
Class  I. 

Concentrated  milk  has  been  intro¬ 
duced  in  a  number  of  markets  during 
recent  months.  While  its  distribution 
has  not  yet  been  undertaken  in  the  mar¬ 
keting  area  it  is  being  sold  in  nearby 
markets  and  its  introduction  in  the  mar¬ 
ket  in  the  near  future  is  anticipated. 
This  product  is  not  sterilized  and  is  dis¬ 
posed  of  to  consumers  for  consumption 


In  fluid  form  by  the  addition  of  water 
or  it  may  be  used  in  the  concentrated 
form  as  a  cream  substitute  in  coffee  or 
on  cereals.  It  is  anticipated  that  the 
product  will  be  made  from  milk  meeting 
the  same  requirements  as  are  applicable 
to  fluid  whole  milk.  Such  a  requirement 
Is  now  in  effect  in  the  Springfield  portion 
of  the  marketing  area.  Accordingly,  it 
is  concluded  that  concentrated  milk 
should  properly  be  classified  as  Class  I 
milk. 

2.  Milk  transferred  by  a  handler  to  a 
person  other  than  a  handler  should  be 
classified  in  Class  I,  or  if  certain  condi¬ 
tions  are  met,  in  the  highest  class  re¬ 
maining  after  regular  receipts  from 
dairy  farmers  at  the  plant  of  the  buyer 
are  assigned  to  the  highest  classes. 

Producers  proposed  that  such  trans¬ 
fers  of  producer  milk  should  be  assigned 
to  the  highest  class  at  the  plant  of  the 
buyer.  This  would  result  in  producer 
milk  being  assigned  preferentially  over 
any  regular  dairy  farmer  receipts  at  the 
buyer’s  plant.  This  does  not  appear  rea¬ 
sonable  or  necessary.  The  proposed  pro¬ 
visions  will  give  producer  milk  the  next 
highest  utilization  at  the  plant  after  reg¬ 
ular  receipts  from  dairy  farmers  are 
deducted. 

Certain  conditions  must  be  met  before 
such  transfers  will  be  classified  in  a  class 
lower  than  Class  I.  The  market  admin¬ 
istrator  must  be  allowed  to  audit  total 
receipts  and  utilization  at  the  plant  of 
the  buyer.  This  is  consistent  with  the 
provisions  which  place  on  the  handler 
the  burden  of  proving  use  in  a  class 
lower  than  Class  I. 

3.  Provision  should  be  made  for  auto¬ 
matically  adjusting  Class  I  and  Class  II 
prices  in  response  to  changes  in  the  rela¬ 
tionship  between  market  supply  and  de¬ 
mand. 

Although  the  present  provisions  for  es¬ 
tablishing  Class  I  and  Class  II  prices 
have  usually  resulted  in  appropriate 
prices,  conditions  have  sometimes  arisen 
which  made  necessary  the  fixing  of 
prices  at  levels  different  from  what  these 
provisions  would  have  yielded.  In  most 
such  cases  hearings  have  been  held  and 
prices  establish^  on  the  basis  of  the 
record  of  the  hearing.  By  this  proce¬ 
dure  the  record  of  the  hearing  must  show 
the  existence  or  the  definite  prospect  of 
conditions  which  warrant  a  price  level 
different  from  what  the  order  provisions 
W'ould  yield.  By  the  time  such  conditions 
are  in  existence  or  in  definite  prospect 
and  a  hearing  is  held  and  the  required 
procedures  for  the  hearing  and  the  is¬ 
suance  of  an  amendment  are  taken,  sev¬ 
eral  months  may  have  intervened  be¬ 
tween  the  time  when  the  need  for  a  price 
change  first  became  apparent  and  the 
time  when  such  change  is  put  into  effect. 

The  amendment  to  Class  I  and  Class  II 
pricing  provisions  herein  concluded  to 
be  appropriate  cannot  be  expected  to 
correct  all  of  the  problems  which  arise 
in  the  pricing  of  Class  I  and  Class  II 
milk.  Both  experience  and  logic  indi¬ 
cate  difficulty  in  reflecting  in  a  formula 
all  of  the  many  factors  which  affect 
Class  I  and  Class  II  prices.  However,  it 
is  expected  that  the  proposed  change 
will  be  in  the  direction  of  causing  more 
prompt  and  timely  changes  in  these 
prices. 


Since  January  1951  there  has  been 
some  decline  in  the  market  supply  of 
milk  in  relation  to  demand.  It  is  diffi¬ 
cult  to  predict  with  accuracy  whether 
the  market  will  be  adequately  supplied 
with  milk  in  the  forthcoming  fall  and 
winter.  If  the  market  is  adequately  sup¬ 
plied,  the  amendments  proposed  herein 
will  have  little  or  no  effect  on  Class  I  and 
Class  II  prices,  but  if  the  supply  is  short 
the  proposed  amendments  will  increase 
Class  I  and  Class  II  prices  as  an  incen¬ 
tive  for  a  larger  supply. 

It  is  concluded  that  the  measure  of  the 
current  relationship  between  market 
supply  and  market  demand  should  be 
based  on  the  ratio  of  gross  Class  I  and 
Class  II  utilization  (excluding  bulk 
sales  of  Class  I  milk  outside  of  the  mar¬ 
keting  area  to  persons  other  than  han¬ 
dlers)  to  total  receipts  from  producers 
in  a  two-month  period  comprising  the 
second  and  third  months  preceding  the 
month  for  which  a  price  is  being  com¬ 
puted.  Many  factors  affect  market  sup¬ 
ply  and  demand,  but  gross  Class  I  and 
Class  II  utilization  and  total  receipts 
from  producers  reflect  the  net  effect  of 
all  these  factors.  Extension  of  recent 
trends  appears  to  be  the  most  accurate 
means  of  estimating  current  and  pro¬ 
spective  supply  and  demand  conditions. 
Class  I  and  Class  II  volumes  should  be 
u.sed  as  a  measure  of  market  demand  be¬ 
cause,  pursuant  to  local  health  regula¬ 
tions,  all  products  contained  in  those 
classes  must  be  made  from  milk  pro¬ 
duced  in  compliance  with  such  health 
regulations.  Bulk  sales  of  Class  I  milk 
outside  of  the  marketing  area  to  persons 
other  than  handlers  should  be  excluded 
because  such  sales  are  not  made  regu¬ 
larly  and  a  portion  of  such  sales  by  one 
handler  are  made  from  other  source  milk 
W'hich  that  handler  regularly  receives  at 
his  plant  from  dairy  farmers  w'ho  are  not 
producers. 

Use  of  a  2-month  period  to  establish 
trends  is  desirable  in  order  to  reflect 
quickly  any  changes  in  supply  or  de¬ 
mand.  However,  an  adjustment  based 
on  a  short  period  of  this  kind  may  to 
some  extent  reflect  random  changes  in 
utilization  which  are  not  indicative  of 
actual  trends.  It  is  necessary,  there¬ 
fore,  to  provide  for  some  method  of 
stabzilizing  this  adjustment  and  of  lim¬ 
iting  it  as  to  J^tal  magnitude.  This  has 
been  accomplished  by  grouping  the  utili¬ 
zation  percentages  and  setting  limits  on 
the  amount  of  the  adjustment.  The 
percentage  groups  are  in  such  intervals 
that  no  utilization  adjustment  occurs 
until  utilization  is  3  or  4  percentage 
points  above  or  below  the  base  period 
utilization.  The  next  percentage  group 
applies  to  utilization  differences  of  6  or 
7  percent.  In  the  case  of  any  utilization 
difference  falling  between  groups,  the 
adjustment  is  determined  by  the  adja¬ 
cent  group  which  is  the  same  as  or  near¬ 
est  to  the  percentage  group  used  in  the 
previous  month.  For  example,  a  utiliza¬ 
tion  difference  of  5  percent  from  the  base 
would  call  for  use  of  the  group  which 
includes  3  or  4  percent  if  the  adjustment 
during  the  previous  month  had  been  de¬ 
termined  by  that  group  or  a  lower  one. 
On  the  other  hand,  a  5  percent  utiliza¬ 
tion  difference  would  call  fer  an  adjust¬ 
ment  based  on  6  or  7  pcrca::t  if  the  ad- 
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justment  during  the  previous  month  had 
been  determined  by  the  6  and  7  percent 
group  or  a  higher  one.  The  maximum 
adjustments  provided  for  are  25  cents,  38 
cents,  and  50  cents  per  hundredweight. 

Use  of  the  second  and  third  preceding 
months  will  permit  announcement  each 
month  of  the  effect  on  Class  I  and  Class 
II  prices  of  these  provisions  prior  to  the 
beginning  of  the  month.  Thus  han¬ 
dlers  will  know  in  advance  how  much 
prices  will  be  changed  each  month  by 
these  provisions. 

Producers  proposed  that  Class  I  and 
Class  II  prices  be  adjusted  upward  auto¬ 
matically  during  the  period  September 
through  February  if  in  the  preceding 
September  through  February  period  the 
ratio  between  total  receipts  from  pro¬ 
ducers  and  total  Class  I  and  Class  II 
utilization  exceeded  a  prescribed  amount. 
This  would  result  in  a  considerable  lag 
between  the  time  when  a  change  in  the 
market  supply-demand  relationship  be¬ 
comes  apparent  and  the  time  when 
prices  would  be  adjusted.  Producers 
found  desirability  in  their  proposal  be¬ 
cause  th^y  would  know  several  months 
in  advance  what  effect  it  would  have  on 
^  their  prices  during  September  through 
February.  It  is  doubtful  if  this  advan¬ 
tage  outweighs  the  disadvantage  of  the 
lag  mentioned  above.  Assurance  to  pro- 
ducers  that  Class  I  and  Class  11  prices 
will  be  changed  promptly  in  response  to 
any  change  in  the  relationship  between 
market  supply  and  demand  for  milk 
should  encourage  them  to  continue  to 
produce  milk  for  the  Dayton-Springfield 
market.  Producers  failed  to  establish 
good  reasons  why  the  automatic  supply- 
demand  relationship  price  adjustment 
should  be  upward  but  not  downward. 

The  provisions  for  adjusting  Class  I 
and  Class  II  prices  in  response  to  changes 
in  the  relationship  between  market  sup¬ 
ply  and  demand  should  be  constructed 
in  such  a  manner  that  no  price  adjust¬ 
ment  results  when  market  supply  and 
demand  are  in  proper  balance — that  is, 
when  the  market  is  adequately  supplied. 
Review  of  market  statistics  indicates  that 
such  a  balance  existed  during  1949.  Dur¬ 
ing  that  year  receipts  from  producers 
were  adequate  to  supply  fully  all  of  the 
requirements  of  the  market  for  milk  ex¬ 
cept  for  a  negligible  amount  of  milk  from 
other  sources. 

The  ratio  of  gross  Class  I  and  Class  II 
utilization  to  total  receipts  from  pro¬ 
ducers  during  each  two  month  period  of 
1949  is  as  follows: 


2-iTiontii  periods  of  1949 

1 

^  Ratio 

(IHT- 

cent) 

Mor.th  during 
wliieh  .siicti 
ratio  would 
be  used  in 
computing 
pricTS 

J  inuory  and  February . 

SC. 

-April. 

J  '  briuiry  and  March . 

tso 

May. 

March  and  Ai>ril  .  .. 

74 

June. 

ApiilandMay 

July. 

May  and  June . 

Oil 

-AuglLst. 

June  and  July . 

»>.’> 

Septemlcer. 

July  and  .Aucust . 

7(1 

OctolMT. 

August  and  September . 

4  7 

XovemlH'r. 

Pi  ptcinbc'r  and  October . 

fCi 

Deec'inlHT. 

OctolMT  and  .VoveinbiT 

S7 

January. 

November  and  Deeen,’  ,  r  .. 

S9 

February. 

December  and  January . 

89 

March. 

If  the  comparable  ratio  in  the  second 
and  third  months  preceding  the  month 


for  which  prices  are  being  computed 
varies  from  that  showm  above  the  price 
should  be  adjusted  in  the  same  direc¬ 
tion — upward  if  the  current  ratio  exceeds 
the  one  showm  above,  and  downward  if 
the  reverse  is  true.  For  each  percent¬ 
age  point  of  variation,  the  Class  I  and 
Class  II  prices  should  change  as  follows : 

2  cents  upward  and  4  cents  downward 
for  each  of  the  months  of  April  through 
July;  3  cents  for  each  of  the  months  of 
January,  February,  March,  August,  and 
September;  and  4  cents  upward  and  2 
cents  downward  for  each  of  the  months 
of  October  through  December.  Analy¬ 
sis  of  Class  I  and  Class  II  prices  and  the 
ratio  of  gross  Class  I  and  Class  II  utiliza¬ 
tion  to  total  receipts  from  producers 
shows  that  in  recent  years  the  adjust¬ 
ment  proposed  herein  would  have  re¬ 
sulted  in  rea.sonable  prices.  It  should 
continue  to  do  so.  Seasonally  varying 
adjustments  should  give  additional  in¬ 
centive  toward  reducing  the  seasonal 
variation  in  receipts  from  producers.  In 
order  to  prevent  the  occurrence  of  a 
“counter-seasonal”  variation  in  the  ad¬ 
justed  Class  I  differential  it  should  be 
provided  that  the  adjusted  Class  I  differ¬ 
ential  for  the  month  of  July  shall  not  be 
more  than  the  adjusted  differential  for 
the  immediately  preceding  month  of 
June  and  the  adjusted  Class  I  differential 
for  each  of  the  months  of  August  and 
September  shall  not  be  more  than  the 
adjusted  differential  for  the  immediately 
preceding  month  of  June  plus  30  cents; 
and  the  adjusted  Class  I  differential  for 
each  of  the  months  of  December,  Jan¬ 
uary  and  February  shall  not  be  less  than 
the  adjusted  differential  for  the  imme¬ 
diately  preceding  month  of  November. 

4.  The  price  per  hundredweight  of 
butterfat  made  into  butter  should  not 
be  changed  at  this  time. 

The  proposal  to  increase  the  “make 
allowance”  on  butterfat  made  into 
butter,  if  adopted,  would  low'er  the  price. 
Testimony  was  presented  at  the  hearing 
to  show  that  costs  of  making  butter 
have  increased  since  the  present  “make 
allowance”  was  established  in  the  order. 
A  further  justification  for  a  higher 
“make  allowance”  on  butter  was  the 
claim  that  a  higher  allowance  is  in¬ 
cluded  in  other  orders.  By  centering 
only  on  the  “make  allowance”  for  butter 
the  testimony  failed  to  take  into  ac¬ 
count  the  total  price  of  100  pounds  of 
milk  made  into  butter  and  nonfat  dry 
milk  solids.  The  order  now  provides  for 
a  decrease  in  the  price  of  Class  III  skim 
milk  of  20  cents  per  hundredweight 
during  April,  May,  June  and  July.  It  is 
during  these  months  that  most  butter  is 
made  in  this  market  and  the  present 
price  during  these  months  provides  an 
adequate  allowance  for  converting  milk 
into  butter  and  Class  III  skim  milk  pro¬ 
ducts.  During  other  months  the  amount 
of  surplus  is  small  enough  so  that  there 
is  no  need  to  convert  milk  into  butter 
and  hence  a  further  reduction  in  the 
price  for  milk  made  into  butter  might 
provide  an  unjustified  incentive  to  the 
production  of  butter  in  the  short  season. 

It  appears  that  a  greater  “make  allow'- 
ance”  on  butter  together  with  the  pro¬ 
visions  for  pricing  Class  III  skim  milk 
would  result  in  a  total  price  for  100 
pounds  of  milk  made  into  butter  and 


nonfat  dry  milk  solids  lower  than  market 
conditions  warrant. 

Therefore,  it  is  concluded  that  the 
price  per  hundredw'eight  of  butterfat 
made  into  butter  should  not  be  changed. 

The  price  for  Class  III  skim  milk 
should  be  reduced  20  cents  per  hundred¬ 
weight  during  each  of  the  months  of 
March  and  September. 

Since  the  present  pricing  provisions 
for  ClaS's  III  skim  milk  became  effective 
receipts  from  producers  have  increased 
somewhat,  particularly  in  the  months  of 
lower  production.  This  is  desirable  and 
should  be  encouraged.  However,  such 
increases  in  supply  have  resulted  in 
larger  volumes  of  Class  III  milk  to  be 
handled  in  the  months  between  the  fiush 
and  short  seasons  of  production. 
Because  of  this  larger  Class  III  volume 
a  larger  proportion  of  the  skim  milk  in 
these  months  must  be  manufactured  into 
nonfat  dry  milk  .solids. 

The  present  pricing  formula  for  Class 
III  skim  milk  embodies  a  seasonal  de¬ 
cline  of  40  cents  per  hundredweight  on 
April  1  and  seasonal  increa.ses  of  20 
cents  each  on  August  1  and  September  1. 
The  change  herein  proposed  will  make  • 
the  spring  seasonal  decline  less  abrupt 
by  splitting  it  into  two  20-cent  declines 
to  occur  on  March  1  and  April  1. 
Since  Class  III  volumes  in  March  and 
September  are  about  the  same,  prices 
in  these  two  months  should  be  the  same. 

Handlers  proposed,  in  addition  to  the 
changes  above  recommended,  the  use  of 
a  different  quotation  for  nonfat  dry  milk 
solids  which  is  generally  lower  than  the 
one  presently  used.  They  contended 
that  the  proposed  quotation  w’as  more 
representative  of  the  value  of  nonfat  dry 
milk  solids  manufactured  by  handlers 
than  the  one  presently  used.  The  pres¬ 
ent  deduction  of  20  cents  from  the  Cla.ss 
III  formula  computation  during  the 
months  of  April  through  July  was  de¬ 
signed  to  reflect  this  difference.  There¬ 
fore  any  shift  in  quotations  should  be 
accompanied  by  a  compensating  change 
in  the  20  cent  deduction.  Since  handlers 
did  not  show  that  the  quotation  pro¬ 
posed  by  them  reflected  more  accurately 
changes  in  the  value  of  Class  III  milk, 
no  advantage  is  apparent  in  changing 
quotations.  • 

It  is  therefore  concluded  that  the 
price  for  Class  III  skim  milk  should  be 
reduced  20  cents  during  each  of  the 
months  of  March  and  September. 

5.  The  maximum  allowable  amount 
of  the  deduction  for  marketing  services 
made  from  payments  to  producers 
should  be  increased  to  6  cents  per  hun¬ 
dredweight  of  milk. 

It  is  desirable  that  the  market  admin¬ 
istrator  continue  to  perform  the  market¬ 
ing  services  for^ which  these  deductions 
are  intended  to  the  same  extent  as  for¬ 
merly.  In  recent  months  the  funds 
which  the  market  administrator  uses  to 
perform  these  services  have  been  de¬ 
pleted.  In  order  to  insure  sufficient 
funds  for  continuation  of  those  services 
the  maximum  allowable  deduction 
should  be  increased  to  6  cents  per  hun- 
dredw-eight  of  milk. 

General  findings.  Ca)  The  proposed 
marketing  agreement  and  the  order,  as 
amended,  and  as  hereby  proposed  to  be 
further  amended,  and  all  of  the  terms 
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and  conditions  thereof  will  tend  to  effec¬ 
tuate  the  declared  policy  of  the  act; 

(b)  The  parity  prices  of  milk  as  de¬ 
termined  pursuant  to  section  2  of  the  act 
are  not  reasonable  in  view  of  the  price 
of  feeds,  available  supplies  of  feeds  and 
other  economic  conditions  which  affect 
market  supply  of  and  demand  for  milk, 
in  the  marketing  area  and  the  minimum 
prices  specified  in  the  proposed  market¬ 
ing  agreement  and  the  order,  as 
amended,  and  as  hereby  proposed  to  oe 
further  amended,  are  such  prices  as  will 
reflect  the  aforesaid  factors,  insure  a 
sufficient  quantity  of  pure  and  whole¬ 
some  milk,  and  be  in  the  public  interest ; 
and 

(c)  The  proposed  order,  as  amended, 
and  as  hereby  proposed  to  be  further 
amended,  will  regulate  the  handling  of 
milk  in  the  same  manner  as,  and  will  be 
applicable  only  to  persons  in  the  re¬ 
spective  classes  of  industrial  and  com¬ 
mercial  activity  specifled  in  a  marketing 
agreement  upon  which  a  hearing  has 
been  held. 

Rulmgs  on  proposed  findings  and  con~ 
elusions.  No  briefs  or  proposed  findings 
or  conclusions  were  filed. 

Recommended  Marketing  Agreement 
and  amendment  to  the  order.  The  fol¬ 
lowing  amendment  to  the  order  is  recom¬ 
mended  as  the  detailed  and  appropriate 
means  by  which  the  foregoing  conclu¬ 
sions  may  be  carried  out.  The  recom¬ 
mended  marketing  agreement  is  not 
included  in  this  decision  because  the 
regulatory  provisions  thereof  would  be 
identical  with  those  contained  in  the 
order,  as  amended,  and  as  hereby  pro- 
po.sed  to  be  further  amended. 

1.  Amend  §  971.4  (b)  (1)  to  read  as 
follows ; 

(1)  Class  I  milk  shall  be  all  skim  milk 
and  butterfat  (i)  disposed  of  in  fluid 
form  (except  that  which  w'as  dumped 
or  disposed  of  for  livestock  feeding)  as 
milk,  including  reconstituted  milk,  skim 
milk,  buttermilk,  flavored  milk,  or  flav¬ 
ored  milk  drinks;  (ii)  used  to  produce 
concentrated  milk  (excluding  those 
products  commonly  known  as  evaporated 
milk  and  condensed  milk)  for  fluid  con¬ 
sumption;  and  (iii)  not  specifically 
accounted  for  as  Class  II  or  Class  III 
milk. 

2.  Amend  §  971.4  (d)  (1)  (iii)  to  read 
as  follows: 

(iii)  As  Class  I  milk  if  transferred  by 
a  handler  to  a  person  other  than  a  han¬ 
dler  who  distributes  milk  in  fluid  form 
or  manufacturs  milk  products,  unless  the 
market  administrator  is  permitted  to 
audit  the  records  of  receipts  and  utili¬ 
zation  at  the  plant  of  the  buyer,  in  which 
case  the  classification  of  all  skim  milk 
and  butterfat  received  at  the  plant  of 
the  buyer  shall  be  determined  and  the 
skim  milk  and  butterfat  transferred  by 
the  handler  shall  be  allocated  to  the 
highest  use  remaining  after  subtracting, 
in  series  beginning  with  Class  I  milk, 
receipts  of  skim  milk  and  butterfat  at 
the  plant  of  the  buyer  directly  from 
dairy  farmers  who  the  market  adminis¬ 
trator  determines  constitute  the  regular 
source  of  supply  for  the  plant  of  the 
buyer. 


3.  Amend  §  971.5  (b)  (1)  to  read  as 
follows; 

(1)  Add  to  the  basic  formula  price 
$0.75  during  each  of  the  months  of  April 
through  July  and  $1.05  during  each  of 
the  other  months  of  the  year,  and  add 
or  subtract  “a  supply-demand  adjust¬ 
ment”  computed  as  follows; 

(i)  Divide  the  total  gross  volume  of 
Class-I  milk  and  Class  II  milk  (less  inter¬ 
handler  transfers  and  less  bulk  trans¬ 
fers  of  milk  from  handlers  to  persons 
other  than  handlers  outside  the  market¬ 
ing  area )  in  the  second  and  third  months 
preceding  by  total  receipts  of  milk  from 
producers  for  the  same  months,  multiply 
the  result  by  100,  and  round  to  the  near¬ 
est  whole  number.  The  result  shall  be 
known  as  the  Class  I  and  Class  II  utili¬ 
zation  percentage. 

(ii)  Compute  a  “net  utilization  per¬ 
centage”  by  subtracting  the  utilization 
percentage  as  computed  in  subdivision 
(i)  of  this  subparagraph  from  the  Class 
I  and  Class  II  percentage  shown  below: 

Class  I  and 


Class  II 

Month  for  which  price  utilization 

is  being  computed:  percentage 

January _ 87 

February _  89 

March _  £9 

April _ £6 

May _ _ £0 

June _  74 

July _  68 

August _  63 

September _  65 

October _  73 

November _  77 

December _  83 


(iii)  Determine  the  amount  of  the 
supply-demand  adjustment  as  follows: 


If  upt  uf  iliznfion 
percentage  is— 

Supply-demand  adjustment  for 
specified  months  is— 

■Tan.,  Feh., 
Mar.,  Aug., 
and  Sept. 

Apr.,  May, 
June,  and 
July 

Oct.,  Nov., 
and  Dec. 

4-12  or  over . 

4-3S 

4-25 

+.'J) 

4-9  or  10 . 

4-2S 

+  19 

+.3S 

-ff)  or  7 . . 

+20 

+  13 

+2(5 

4-3  or  4 . 

+  10 

+7 

+  14 

4-1  or  — 1 . 

0 

0 

0 

—.3  or  —4 . 

-in 

-14 

-7 

—6  or  —7 . 

-20 

-2<i 

-i:5 

-9  or  -10 . 

-28 

-.38 

-19 

-12  or  -13 . 

-38 

-.50 

-25 

-15  or  -Ifi . 

-:58 

-50 

-31 

—  IS  or  —19 . 

-38 

-50 

-37 

-21  or  -22 . . 

-.38 

-,50 

-4:5 

—  24  or  under . 

-38 

-50 

-50 

When  the  difference  from  the  base 
period  Class  I  and  Class  II  utilization 
percentage  does  not  fall  within  the  tabu¬ 
lated  brackets,  the  adjustment  shall  be 
determined  by  the  adjacent  bracket 
which  is  the  same  as  or  nearest  to  the 
bracket  used  in  the  previous  month: 
Provided,  That  the  Class  I  differential 
adjusted  pursuant  to  this  subparagraph 
for  the  month  of  July  shall  not  be  more 
than  such  adjusted  differential  for  the 
immediately  preceding  month  of  June 
and  for  each  of  the  months  of  August 
and  September  the  Class  I  differential 
adjusted  pursuant  to  this  subparagraph 
shall  not  be  more  than  such  adjusted 
differential  for  the  immediately  preced¬ 
ing  month  of  June  plus  30  cents;  and 
the  Class  I  differential  adjusted  pursu¬ 
ant  to  this  subparagraph  for  each  of 


the  months  of  December,  January  and 
February  shall  not  be  less  than  the  ad¬ 
justed  differential  for  the  immediately 
preceding  month  of  November. 

4.  Amend  §  971.5  (c)  (1)  to  read  as 
follows : 

(1)  Subtract  $0.30  from  the  Class  I 
price. 

5.  Amend  s  971.5  (d)  (2'  to  read  as 
follows : 

(2)  The  price  per  hundredweight  of 
such  skim  milk  shall  be  computed  by 
dividing  the  amount  computed  pursuant 
to  paragraph  (a)  (3)  (ii)  of  this  section 
by  0.965:  Provided,  That  for  each  of  the 
months  of  April  through  July,  20  cents 
shall  be  subtracted  from  the  amount  so 
computed,  and  during  the  months  of 
October  through  February  20  cents  shall 
be  added  to  the  amountrso  computed. 

6.  Amend  §  971.10  (a)  by  deleting  the 
figure  “5  cents”  contained  therein  and 
substituting  therefor  the  figure  “6 
cents”. 

x'^iled  at  Washington,  D.  C.,  this  13th 
day  of  August  1951. 

I  seal!  Roy  W.  Lennartson, 

Assistant  Administrator. 

[F.  R.  Doc.  51-9744;  Filed,  Aug.  15,  1951; 

8:52  a.  m.] 


[  7  CFR  Part  986  1 

Handling  of  Hops  Grown  in  Oregon, 
California,  Washington,  and  Id.aho, 
AND  of  Hop  Products  Produced  There¬ 
from  IN  These  States 

SALABLE  QUANTITY  OF  1951  CROP  HOPS 

Notice  is  hereby  given  that  the  Depart¬ 
ment  is  considering  the  issuance  of  the 
proposed  administrative  rule  herein  set 
forth  pursuant  to  the  provisions  of  Mar¬ 
keting  Agreement  No.  107  and  Order  No. 
86,  regulating  the  handling  of  hops 
grown  in  Oregon,  California,  Washing¬ 
ton,  and  Idaho,  and  of  hop  products 
produced  therefrom  in  these  States  (7 
CFR  Part  986),  effective  under  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  601  et  seq.). 

Prior  to  the  final  issuance  of  such  ad¬ 
ministrative  rule  consideration  will  be 
given  to  any  data,  views,  or  arguments 
pertaining  thereto  which  are  submitted 
in  writing  to  the  Director,  Fruit  and 
Vegetable  Branch,  Production  and  Mar¬ 
keting  Administration,  United  States  De¬ 
partment  of  Agriculture,  Washington  25, 
D.  C.,  and  which  are  received  not  later 
than  the  close  of  business  on  the  tenth 
day  after  date  of  publication  of  this 
notice  in  the  Federal  Register,  except 
that,  if  said  tenth  day  after  publication 
should  fall  on  a  holiday  or  Sunday,  such 
submi.ssion  may  be  received  by  the  Direc¬ 
tor  not  later  than  the  close  of  business  on 
the  next  following  work  day. 

Pursuant  to  provisions  of  the  afore¬ 
said  agreement  and  order  the  Hop  Con¬ 
trol  Board,  the  administrative  agency 
thereunder,  has  transmitted  to  the  Sec¬ 
retary  of  Agriculture  its  estimates  relat¬ 
ing  to  consumptive  demand  for  hops  and 
hop  stocks,  and  has  recommended  that 
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Thursday,  August  16,  1951 

the  salable  quantity  of  1951  crop  hops 
be  fixed  at  46,500,000  pounds. 

The  Board’s  estimates  and  recom¬ 
mendation  and  other  information  avail¬ 
able  to  the  Secretary  was  considered  and 
it  is  proposed  to  accept  such  estimates 
and  recommendation.  In  arriving  at 
the  proposed  salable  quantity,  consump¬ 
tive  demand  for  the  12  months  begin¬ 
ning  September  1,  1951,  was  estimated 
at  49,665,000  pounds,  comprised  of  do¬ 
mestic  usage  for  brewing  36,984,000 
pounds,  other  domestic  usage  600,000 
pounds,  and  exports  12,700,000  pounds. 
An  allowance  was  made  for  an  estimated 
decrease  of  619,000  pounds  in  brewers’ 
hop  stocks  during  the  period.  It  was 
estimated  that  imports  during  the  12 
months  beginning  September  1,  1951, 


DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 

Alaska 

AIR  NAVIGATION  SITE  WITHDRAWAL  NO.  258, 
ENLARGEMENT 

August  7, 1951. 

By  virtue  of  the  authority  contained 
in  section  4  of  the  act  of  May  24,  1928 
(45  Stat.  729;  49  U.  S.  C.  214),  and  pur¬ 
suant  to  section  2.22  (2)  of  Delegation 
Order  No.  427,  of  August  16, 1950  (15  F.  R. 
5641),  the  following  described  tract  of 
land  is  hereby  added  to  Air  Navigation 
Site  Withdrawal  No.  258,  established 
February  15.  1950: 

Beginning  at  the  east  corner  of  Air  Navi¬ 
gation  Site  Withdrawal  No.  258,  In  the  vi¬ 
cinity  of  Golovin,  Second  Judicial  Division, 
Territory  of  Alaska,  thence 

S  23'  07'  W.  800.6  feet, 

S.  56'  43'  W,  1,232  feet  to  the  south  corner 
of  said  withdrawal, 

N.  43°  35'  E.  1,950  feet  along  the  SE.  bound¬ 
ary  line  of  stiid  withdrawal  to  the  point 
of  beginning. 

The  tract  described  contains  approxi¬ 
mately  6.3  acres  (more  or  less). 

It  is  intended  that  the  public  land 
described  herein  shall  return  to  the  ad¬ 
ministration  of  the  Department  of  the 
Interior  when  it  is  no  longer  needed  for 
the  purpose  for  w'hich  it  is  reserved. 

Lowell  M.  Puckett, 
Regional  Administrator. 

IF.  R.  Doc.  51-9706;  Filed.  Aug.  15.  1951; 

8:46  a.  m.] 


[Mlsc.  52682] 

Idaho 

ORDER  PROVIDING  FOR  THE  OPENING  OP 
PUBLIC  LANDS  RESTORED  FROM  THE  BOISE 
PROJECT 

August  8,  1951. 

An  order  of  the  Bureau  of  Reclama¬ 
tion  dated  May  17,  1949,  concurred  in 
by  the  Associate  Director,  Bureau  of 
No.  159 - 6 


will  be  3,000,000  pounds,  which  sub¬ 
tracted  from  the  estimated  consumptive 
demand  results  in  a  quantity  of  46,665,- 
000  pounds,  representing  the  salable 
quantity  to  be  supplied  from  1951  crop 
hops  produced  in  the  United  States.  In 
making  its  recommendation  of  46,500,000 
pounds  as  the  salable  quantity  for  1951 
crop  hops,  the  Board  took  into  consid¬ 
eration  the  fact  that  a  small  quantity  of 
hops  will  be  produced  in  the  United 
States  outside  the  four-State  production 
area  which  will  be  available  for  use  in 
supplying  consumptive  demand.  It  was 
estimated  that  the  fixing  of  the  salable 
quantity  at  46,500,000  pounds  will  result 
in  a  reduction  in  the  stocks  of  hops  in 
the  hands  of  brewers,  dealers,  and  grow¬ 
ers  as  of  September  1,  1952,  to  26,000,000 
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Land  Management,  May  27,  1949,  re¬ 
voked  the  Departmental  orders  of  De¬ 
cember  22,  1903  and  June  22,  1915,  so  far 
as  they  withdrew  in  the  first  form  pre¬ 
scribed  by  section  3  of  the  Reclamation 
Act  of  June  17,  1902  (32  Stat.  388),  the 
following  described  lands  in  connection 
with  the  Boise  Project,  Idaho,  and  pro¬ 
vided  that  such  revocation  shall  not 
affect  the  withdrawal  of  any  other  lands 
by  said  orders  or  affect  any  other  order 
withdrawing  or  reserving  the  lands  de¬ 
scribed: 

Boise  Meridun 

T.  3  N.,  R.  4  W., 

Sec.  5,  lots  3.  4,  SEV4NWV4; 

Sec.  23  E‘/2SEl^: 

Sec.  24.  SW^^SWl^. 

The  above  areas  aggregate  240.70 
acres. 

The  lands  are  suitable  for  agricul¬ 
tural  development  with  irrigation. 

No  applications  for  these  lands  may 
be  allow'ed  under  the  homestead,  small 
tract,  desert-land,  or  any  other  non¬ 
mineral  public-land  laws,  unless  the 
lands  have  already  been  classified  as 
valuable  or  suitable  for  such  type  of 
application,  or  shall  be  so  classified  upon 
consideration  of  an  application. 

This  order  shall  not  otherwise  become 
effective  to  change  the  status  of  such 
lands  until  10:00  a.  m.  on  the  35th  day 
after  the  date  of  this  order.  At  that 
time  the  said  lands  shall,  subject  to 
valid  existing  rights  and  the  provisions 
of  existing  withdrawals,  become  subject 
to  application,  petition,  location,  and 
selection  as  follows: 

(a)  Ninety -one  day  period  for  pref¬ 
erence-right  filings.  For  a  period  of  91 
days,  commencing  at  the  hour  and  on 
the  day  specified  above,  the  public  lands 
affected  by  this  order  shall  be  subject 
only  to  (1)  application  under  the  home¬ 
stead  or  the  desert-land  laws  or  the 
Small  Tract  Act  of  June  1,  1938,  52  Stat. 
609  (43  U.  S.  C.  682a),  as  amended  by 
qualified  veterans  of  World  War  II  and 
other  qualified  persons  entitled  to  pref¬ 
erence  under  the  act  of  September  27, 
1944,  58  Stat.  747  (43  U.  S.  C.  279-284), 


pounds  from  the  estimated  stocks  of 
26,619,000  pounds  as  of  September  1, 
1951. 

Therefore,  such  proposed  administra¬ 
tive  rule  is  as  follows: 

§  986.203  Salable  quantity  of  1951 
crop  hops.  The  maximum  quantity  of 
hops  produced  during  1951  which  may 
be  handled  in  the  form  of  hops  and  in 
the  form  of  any  hop  product  shall  be 
46,500,000  pounds  (net  dry  weight). 

Issued  at  Washington,  D.  C.,  this  13th 
day  of  August  1951. 

[SEAL]  S.  R.  Smith, 

Director, 

Fruit  and  Vegetable  Branch. 

[F.  R.  Doc.  51-9742;  Filed,  Aug.  15,  1951; 

8:51  a.  m.] 


as  amended,  subject  to  the  requirements 
of  applicable  law,  and  (2)  application 
under  any  applicable  public-land  law, 
based  on  prior  existing  valid  settlement 
rights  and  preference  rights  conferred 
by  existing  laws  or  equitable  claims  sub¬ 
ject  to  allowance  and  confirmation.  Ap¬ 
plications  under  subdivision  (1)  of  this 
paragraph  shall  be  subject  to  applica¬ 
tions  and  claims  of  the  classes  described 
in  subdivision  (2)  of  this  paragraph. 
All  applications  filed  under  this  para¬ 
graph  either  at  or  before  10:00  a.  m.  on 
the  35th  day  after  the  date  of  this  order 
shall  be  treated  as  though  filed  simul¬ 
taneously  at  that  time.  All  applications 
filed  under  this  paragraph  after  10:00 
a.  m.  on  the  said  35th  day  shall  be  con¬ 
sidered  in  the  order  of  filing. 

(b)  Date  for  non-preference-right  fil¬ 
ings.  Commencing  at  10:00  a.  m.  on 
the  126th  day  after  the  date  of  this  or¬ 
der,  any  lands  remaining  unappropri¬ 
ated  shall  become  subject  to  such 
application,  petition,  location,  selection, 
or  other  appropriation  by  the  public  gen¬ 
erally  as  may  be  authorized  by  the  pub¬ 
lic-land  laws.  All  such  applications 
filed  either  at  or  before  10:00  a.  m.  on 
the  126th  day  after  the  date  of  this 
order,  shall  be  treated  as  though  filed 
simultaneously  at  the  hour  specified  on 
such  126th  day.  All  applications  filed 
thereafter  shall  be  considered  in  the 
order  of  filing. 

A  veteran  shall  accompany  his  appli¬ 
cation  with  a  complete  photostatic,  or 
other  copy  (both  sides),  of  his  certificate 
of  honorable  discharge,  or  of  an  ofiBcial 
document  of  his  branch  of  the  service 
which  shows  clearly  his  honorable  dis¬ 
charge  as  defined  in  §  181.36  of  Title  43 
of  the  Code  of  Federal  Regulations,  or 
constitutes  evidence  of  other  facts  upon 
which  the  claim  for  preference  is  based 
and  which  shows  clearly  the  period  of 
service.  Other  persons  claiming  credit 
for  service  of  veterans  must  furnish  like 
proof  in  support  of  their  claims.  Per¬ 
sons  asserting  preference  rights,  through 
settlement  or  otherwise,  and  those  hav¬ 
ing  equitable  claims,  shall  accompany 
their  applications  by  duly  corroborated 
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statements  in  support  thereof,  setting 
forth  in  detail  all  facts  relevant  to  their 
claims. 

Applications  for  these  lands,  which 
shall  be  filed  in  the  Land  and  Survey 
OfiBce,  Boise,  Idaho,  shall  be  acted 
upon  in  accordance  with  the  regulations 
contained  in  §  295.8  of  Title  43  of  the 
Code  of  Federal  Regulations  and  Part 
296  of  that  title,  to  the  extent  that  such 
regulations  are  applicable.  Applica¬ 
tions  under  the  homestead  laws  shall  be 
governed  by  the  regulations  contained  in 
Parts  166  to  170,  inclusive,  of  Title  43  of 
the  Code  of  Federal  Regulations,  and  ap¬ 
plications  under  the  desert-land  laws 
and  the  said  Small  Tract  Act  of  June  1, 
1938,  shall  be  governed  by  the  regulations 
contained  in  Parts  232  and  257,  respec¬ 
tively,  of  that  title. 

Inquiries  concerning  these  lands  shall 
be  addressed  to  the  Manager,  Land  and 
Survey  OflBce,  Boise,  Idaho. 

Marion  Clawson, 

Director. 

|F.  R.  Doc.  61-9707;  Filed,  Aug.  15,  1951; 

8:46  a.  m.] 


Office  of  the  Secretary 

Wisconsin 

NOTICE  FOR  PILING  OBJECTIONS  TO  RESERVA¬ 
TION  OF  CERTAIN  PUBLIC  LANDS  IN 
CONNECTION  WITH  THE  TOTOGATIC  CON¬ 
SERVATION  AREA* 

For  a  period  of  30  days  from  the  date 
of  publication  of  the  above  entitled  or¬ 
der,  persons  having  cause  to  object  to 
the  terms  thereof  may  present  their  ob¬ 
jections  to  the  Secretary  of  the  Interior. 
Such  objections  should  be  in  writing, 
should  be  addressed  to  the  Secretary  of 
the  Interior,  and  should  be  filed  in  du¬ 
plicate  in  the  Department  of  the  In¬ 
terior,  Washington  25,  D.  C.  In  case  any 
objection  is  filed  and  the  nature  of  the 
opposition  is  such  as  to  warrant  it,  a 
public  hearing  will  be  held  at  a  con¬ 
venient  time  and  place,  which  will  be 
announced,  where  opponents  to  the  or¬ 
der  may  state  their  views  and  where 
the  proponents  of  the  order  can  explain 
its  purpose,  intent,  and  extent.  Should 
any  objection  be  filed,  whether  or  not  a 
hearing  is  held,  notice  of  the  determina. 
tion  by  the  Secretary  as  to  whether  the 
order  should  be  rescinded,  modified  or 
let  stand  will  be  given  to  all  Interested 
parties  of  record  and  the  general  public. 

R.  D.  Searles, 

Acting  Secretary  of  the  Interior, 
August  9,  1951. 

[F.  R.  Doc.  61-9704;  Filed,  Aug.  15,  1951; 

8:45  a.  m.) 


DEPARTMENT  OF  DEFENSE 

Department  of  the  Army 

Statement  of  Organization  and  P'unc- 

TIONS 

CENTRAL  AND  FIELD  AGENCIES 

Section  1  of  the  statement  of  organi¬ 
zation  and  functions  appearing  at  15 


»See  F.  R.  Doc.  61-9705,  supra. 


F.  R.  6639,  October  3,  1950,  Is  amended 
by  changing  subparagraph  (7)  of  para¬ 
graph  (e),  and  by  adding  subparagraphs 
(17)  (vii)  and  (23-1)  to  paragraph  (e), 
as  follows: 

Section  1.  Description  of  central  and 
field  agencies.  •  *  • 

(e)  Organization  of  Department  of 
the  Army.  *  *  * 

(7)  Deputy  Chief  of  Staff  for  Opera~ 
tions  and  Administration.  The  Deputy 
Chief  of  Staff  for  Operations  and  Ad¬ 
ministration  is  responsible  to  the  Chief 
of  Staff  for  the  coordinated  execution  of 
approved  Army  plans  and  programs  in 
all  operational  and  administrative  ac¬ 
tivities  and  for  the  coordination  of 
implementation  plans  therefor. 

•  •  •  •  • 

(17)  Special  Staff.  •  *  * 

(vii)  Office  of  the  Chief  of  Psycho¬ 
logical  Warfare. 

*  •  •  #  • 

(23-1)  Chief  of  Psychological  War» 
fare.  The  Chief  of  Psychological  War¬ 
fare  formulates  and  develops  psycho¬ 
logical  and  special  operations  plans  for 


the  Army  in  consonance  with  established 
policy  and  recommends  policies  for  and 
supervises  the  execution  of  Department 
of  the  Army  programs  in  these  fields. 

*  •  «  *  • 

[seal!  Wm.  E.  Bergin, 

Major  General,  U.  S.  Army, 

The  Adjutant  General 

(F.  R.  Doc.  61-9714;  Filed,  Aug.  15.  1951; 
8:47  a.  m.) 

DEPARTMENT  OF  AGRICULTURE 

Commodity  Credit  Corporation 

Sales  of  Certain  Commodities  at  Fixed 
Prices 

AUGUST  DOMESTIC  AND  EXPORT  PRICE  LIST 

Pursuant  to  the  Pricing  Policy  of  Com¬ 
modity  Credit  Corporation  issued  March 
22,  1950  (15  F.  R.  1583),  and  subject  to 
the  conditions  stated  therein,  the  follow¬ 
ing  commodities  are  available  for  sale 
in  the  quantities  and  at  the  prices 
stated ; 


August  Domestic  Price  List 


Commodity  and  approximate 
quantity  avaiiable  (subject  to 
prior  sale) 


Dried  whole  epps— 1950  pack 
(packed  in  barrels  and  drums)  in 
carload  lots  only,  1,000,000 
pounds.1 

Nonfat  dry  milk  solids— 1961  pro¬ 
duction,  in  carload  lots  only, 
20,000,000  pounds. 

Linseed  oil,  raw  217,000,000  pounds. 

Dry  edible  beans . 


Pinto,  bawod  1,615,000  bun- 
dredweifilit. 

Peas,  bagged  860,000  hundred¬ 
weight. 

Red  Kidney,  bagged  450,000 
hundredweight. 

Great  Northern,  bagged  1,650,- 
000  hundredweight 

Baby  Lima,  bagged  615,000 
hundredweight. 

Cranberry  beans,  bagged  75,000 
hundredweight. 

Austrien  winter  pea  seed,  bagged 
2,330,000  hundredweight. 

Blue  Lupine  seed,  bagged,  1,330,- 
000  hundredweight. 

Kobe  Lespedeza  seed,  bagged  664,- 
000  hundredweight. 

Weeping  Lovegrass  seed,  bagged, 
610  hundredweight. 

Common  and  Willamette  Vetch 
seed,  bagged,  21,000  hundred¬ 
weight. 

Alfalfa  Seed  (Southern,  Certified  or 
Registered),  bagged,  11,000  hun¬ 
dredweight. 

Red  Clover  Seed  (Tncertified), 
bagged  49,000  hundredweight. 

W  heat,  bulk  5,000,000  bushels . 


Oats,  bulk,  7,400,000  bushels. 


Barley,  bulk,  19,600,000  bushels.,.. 


Domestic  sales  prio 


$1.03  per  pound  “in  store”  at  location  of  stock  in  Illinois,  Indiana,  Iowa,  Michi¬ 
gan,  Ohio,  Oklahoma,  Texas,  Kansas,  Missouri,  Nebraska,  Minnesota, 
Wisconsin,  New  York,  and  Delaware  (“in  store”  means  in  storage  at  ware¬ 
house,  but  with  any  prepaid  storage  and  out-handling  charges  for  the  benefit 
of  the  buyer). 

Bpray  process— 161.4  cents  per  pound  “in  store”  at  location  of  stock  in  any 
State  (“in  store”  means  at  the  processor’s  plant  or  in  storage  at  warehouse, 
but  with  any  prepaid  storage  and  out-handling  charges  for  the  benefit  of  the 
buyer).  (Sw  note  on  Ceiling  Price  Certification  at  the  end  of  this  price  list.) 

Market  price  on  date  of  sale.  (See  note  on  Ceiling  Price  Certification  at  the  end 
of  this  price  list.) 

On  all  beans,  for  areas  other  than  those  shown  below,  adjust  prices  upward  or 
downward  by  an  amount  equal  to  the  price  support  program  differential  be¬ 
tween  areas.  Where  no  price  support  differential  occurs,  the  price  listed  will 
apply. 

For  other  grades  of  all  beans,  adjust  by  market  differentials. 

Prices  listed  below,  on  all  beans,  are  at  point  of  production.  Amount  of  any 
paid-in  freight  to  be  added. 

No.  1  Grade,  1948 '  and  1949  crops:  $8.19  per  100  pounds,  basis  f.  o.  b.  Denver 
rate  area  and  California  area;  $7.79  per  100  pounds,  basis  f.  o.  b.  Idaho  area. 

No.  1  Grade  1948  •  and  1949  crops:  $7.91  per  100  pounds,  basis  f.  o.  b.  Michigan 
area. 

No.  1  Grade  1948  '  and  1949  crops:  $9.37  per  100  pounds,  basis  f.  o.  b.  New  York 
area. 

No.  1  Grade  1948  •  and  1949  crops:  $7.23  per  100  pounds,  basis  f.  o.  b.  Twin 
Falls,  Idaho,  area;  $7.60  per  100  pounds,  basis  f.  o.  b.  Morrill,  Nebr.,  area. 

No.  1  Grade  1948  >  and  1949  crops:  $8.02  per  100  pounds,  basis  f.  o.  b.  California 
area. 

No.  1  Grade  1949  crop:  $8.66  per  100  pounds,  basis  f.o.  b.  California  and  Michigan 
areas.  • 

$4.50  per  100  pounds,  basis  f.  o.  b.  point  of  production;  plus  any  paid-in  freight. 

$5  per  100  pounds,  basis  f.  o.  b.  point  of  production;  plus  any  paid-in  freight. 

$13.49  per  100  pounds,  basis  f.  o.  b.  point  of  production;  plus  any  paid-in  freight. 

$51.60  per  100  pounds,  basis  f.  o.  b.  point  of  production;  plus  any  paid-in  freight. 

$7  per  100  pounds,  basis  f.  o.  b,  point  of  production;  plus  any  paid-in  freight. 


$26.68  per  100  pounds,  basis  f.  o.  b.  point  of  production;  plus  any  paid-in  freight. 


$37.21  per  100  pounds,  basis  f.  o.  b.  point  of  production;  plus  any  paid-in  freight. 

This  wheat  is  available  only  when  premium  wheat  is  required  or  where  emer¬ 
gency  situations  exist.  Basis  in  store,  the  market  price  but  in  no  event  less 
than  the  applicable  1951  loan  rate  for  the  class,  grade,  quality,  and  location, 
plus:  (1)  20  cents  per  bushel  if  received  by  truck  or;  (2)  15  cents  per  bushel  if 
received  by  rail  or  barge. 

Examples  of  minimum  prices,  per  bushel:  Kansas  City,  Mo.  No.  1  TIW.  ex  rail 
or  barge,  $2.60;  Minneapolis,  No.  1  DNS,  ex  rail  or  barge,  $2.62;  Chicago, 
No.  1  RW,  ex  rail  or  barge,  $2.65. 

Note:  No  wheat  will  be  for^e  in  the  Portland,  Oreg.  area  until  further  notice. 

At  points  of  production,  btisis  in  store,  the  market  price  but  not  less  than  the 
applicable  1951  county  loan  rate  plus:  (1)  12  cents  per  bushel,  if  received  hy 
truck,  or  (2)  11  cents  per  bushel,  if  received  by  rail  or  barge.  At  other  points, 
the  foregoing  plus  average  paid-in  freight: 

Examples  of  minimum  prices,  per  bushei:  Chicago,  No.  3  or  better,  ex  rail  or 
barge,  96  cents;  Minneapolis,  No,  3  or  better,  ex  rail  or  barge,  91  cents. 

Basis  in  store,  the  market  price  but  in  no  event  less  than  the  applicable  1951 
loan  rate  for  the  class,  grade,  quality,  and  location,  plus:  (1)  19  cents  per  bushel 
if  received  by  truck;  or  (2)  15  cents  per  bushel  if  received  by  rail  or  barge. 

Examples  of  minimum  prices  per  bushel:  Minneapolis,  No.  1  barley,  ex  rail  or 

I  barge  $1.47;  San  Francisco,  No.  1  western  barley,  ex  rail  or  barge  $1.52. 


•  These  same  lots  are  available  at  export  sales  prices  announced  today. 
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August  Domestic  Price  List— Continued 


Commodity  and  approximate 
Quantity  available  (subject  to 
prior  sale) 


Com,  bulk,  50,(X)0,000  bushels. 


Flaxseed,  bulk,  2,700,000  bushels.. 


Domestic  sales  price 


1950  commercial  com-producing  area:  At  points  of  production,  basis  in  store, 
the  market  price  but  not  less  than  the  applicable  19.50  county  loan  rate  for 
No.  3  yellow,  plus  27  cents  per  bushel,  with  market  differentials  for  other 
grades,  quality,  and  classes.  At  other  delivery  jwints:  (1)  the  foregoing,  plus 
average  paid-in  freight,  or  (2)  basis  the  following  fixed  minimum  terminal 
prices,  with  market  differentials  for  grade,  quality,  aud  class,  and  freight  dif¬ 
ferentials  for  location. 

Fixed  minimum  prices,  per  bushel:  Chicago,  No.  3  yellow,  $1.89;  St.  Louis, 
No.  3  yellow,  $1.89;  Minneapolis,  No.  3  yellow,  $1.82;  Omaha,  No.  3  yellow, 
$1.81;  Kansas  City,  No.  3  yellow,  $1.85,  Market  differentials  for  other  grades, 
quality,  and  classes. 

1950  non-commercial  com-producing  area:  At  points  of  production,  or  origi¬ 
nating  in  a  noncommercial  county,  basis  in  store,  the  market  price  but  not 
less  than  133  percent  of  the  applicable  1950  county  loan  rate  for  No.  3,  plus 
27  cents  per  bushel;  at  other  points,  the  foregoing  plus  average  paid-in  freight. 
If  originating  in  a  commercial  county,  the  county  loan  rate  for  No.  3  plus  27 
cents,  plus  average  paid-in  freight. 

Example  of  minimum  price,  per  bushel:  1950  county  loan  rate  for  Brown 
County,  Ind.,  $1.10  per  bushel.  No.  3  com;  133  percent  of  $1.10,  plus  27  cents 
equals  $1.74  per  bushel,  the  minimum  sales  price. 

The  market  price  on  date  of  sale  at  place  of  delivery  but  not  less  than  the  follow¬ 
ing:  No.  1,  $3.60  per  net  bushel,  bulk,  in  store,  Minneapolis.  For  other 
markets  and  other  grades,  adjust  by  market  differentials. 


Ceilino  price  ceriifiention.  Any  purchaser  from  CCC  of  nonfat  dry  milk  solids,  or  raw  linseed  oil,  must  be  able  and 
will  be  required  to  certify  that  the  price  paid  to  CCC  does  not  exceed  the  highest  ceiling  price  he  could  pay  any  of 
his  usual  suppliers  for  the  commodity  in  the  quantity  and  at  the  place  and  season  that  delivery  is  made. 

August  Export  Price  List 


Commodity  and  approximate 
quantity  available  (subject  to 
prior  sale) 


Export  sales  price 


Dried  whole  eggs:  1950  pack 
(packed  in  barrels  and  drums) 
in  carload  lots  only.  10,000,000 
{K)unds. 


Dry  edible  beans . 

Pinto,  bagged,  795,000  hundred¬ 
weight.* 

Pea,  bagged,  120,000  hundred¬ 
weight.*  > 

Great  Northern,  bagged  585,000 
hundredweight.*  ^ 

Baby  Lima,  bagged,  90,000 
hundredweight.* 

Eod  Kidney,  bagged  350,000 
hundredweight.* » 


Austrian  Winter  Pea  seed,  bagged 
2,330,000  hundredweight,* 


(1)  60c  per  lb.  f.  a.  s.  vessel  any  U.  8.  Gulf  or  East  Coast  Port;  or  (2)  60c  per  lb. 
“in  store”  at  location  of  stock,  less  freight  based  on  the  average  gross  shipping 
weight  calculated  at  the  lowest  export  freight  rate.  (“In  store”  means  in 
storage  at  warehouse,  but  with  any  prepaid  storage  and  outhandling  charges 
for  the  benefit  of  the  buyer.) 

No.  1  Grade  1948  crop,  f.  a.  s.  vessel  at  locations  shown  below: 

$4.90  per  100  pounds.,  San  Francisco  Bay  area  and  Portland,  Oreg.;  $5.00  per 
100  pounds,  U.  S.  Gulf  ports.  (See  note  below.) 

For  export  to  Western  Hemisphere  countries— $6.50  per  100  pounds.  East  Coast 
ports;  for  export  to  other  than  Western  Hemisphere  countries— $5.50  per  100 
pounds.  East  Coast  ports. 

$6.50  per  100  pounds,  Portland,  Oreg.  (26,000  hundredweight  only  stored  at  Th® 
Dalles,  Oreg.);  $6.60  per  100  pounds  U.  S.  Gulf  ports.  (See  note  below.) 

$5  per  100  pounds,  San  Francisco  Bay  area. 

$6.50  per  100  pounds.  New  York. 

Note:  “U.  8.  Gulf  ports”  means  ports  with  freight  rates  not  greater  than 

to  New  Orleans.  Any  exce.ss  freight  will  be  for  account  of  the  buyer. 

Discounts  for  grades  on  all  beans:  No.  2,  25  cents  less  than  No.  1;  No.  3,  50 
cents  less  than  No.  1. 

At  CCC’s  option,  1949  crop  beans  may  be  furnished  in  place  of  1948  beans  in 
instances  where  stocks  of  1948  beans  of  the  type  and  grade  desired  are 
exhausted. 

Market  price  on  date  of  sale  at  place  of  delivery,  provided  delivery  takes  place 
within  15  days  unless  otherwise  agreed  upon. 


•  These  same  lots  also  are  available  at  domestic  sales  prices  announced  today. 

•  Ceiling  price  certification.  Any  purchaser  from  CCC  of  Red  Kidney  beans  or  Great  Northern  beans  for  export, 
or  of  Pea  beans  for  export  to  Western  Hemisphere  countries,  must  be  able  and  will  be  required  to  certify  that  the 
price  paid  to  CCC  does  not  exceed  the  highest  ceiling  price  he  could  pay  any  of  his  usual  suppliers  for  the  commodity 
ui  the  quantity  and  at  the  place  and  season  that  delivery  is  made. 

(Pub.  Law  439,  81st  Cong.) 

Issued  August  13,  1951. 

[SEAL]  G.  P.  GEISSLER, 

President, 

Commodity  Credit  Corporation. 
[F.  R.  Doc.  51-9745;  Filed,  Aug.  15,  1951;  8;52  a.  m.] 


Farm  Credit  Administration 

[Farm  Credit  Administration  Order  527] 

Cooperative  Bank  Commissioner,  Dep¬ 
uty  Cooperative  Bank  Commissioner, 
Assistant  Cooperative  Bank  Commis¬ 
sioner,  AND  Assistant  Deputy  Cooper¬ 
ative  Bank  Commissioner 

delegation  of  authority  to  perform 
certain  functions,  powers,  authority, 
AND  duties 

Correction 

In  Federal  Register  Document  51-9303, 
Published  on  page  7830  of  the  issue  for 


Thursday,  August  9,  1951,  the  name 
“B.  F.  Wiehmann”  should  read  “B.  F. 
Viehmann”. 


Office  of  the  Secretary 

Designation  of  Disaster  Areas  Having 
Need  for  Agricultural  Credit 

Pursuant  to  the  authority  contained 
In  Public  Law  38, 81st  Congress,  approved 
April  6,  1949,  the  following  designations 
of  disaster  areas  were  made  as  having  a 
need  for  agricultural  credit: 


COLORADO 

The  following  counties  were  desig¬ 
nated,  on  May  24,  1951,  as  disaster  areas 
due  to  severe  drought  and  insect  infes¬ 
tation.  After  June  30,  1952,  disaster 
loans  will  not  be  made  except  to  bor¬ 
rowers  who  previously  received  such 
assistance. 

Archuleta.  La  Plata. 

Dolores.  Montezuma. 

FLORIDA 

The  following  county  was  designated, 
on  July  3,  1951,  as  a  disaster  area  due  to 
adverse  weather  conditions.  After  June 
30,  1952,  disaster  loans  will  not  be  made 
except  to  borrowers  who  previously  re¬ 
ceived  such  assistance. 

Hardee. 

Disaster  loans  made  as  a  result  of  dis¬ 
asters  in  counties  designated  on  October 
24,  1950  and  November  2,  1950  (16  F.  R. 
590),  will  not  be  made  after  June  30, 
1952,  except  to  borrowers  who  previously 
received  such  assistance. 

GEORGIA 

The  designation  of  60  counties  on  De¬ 
cember  7,  1950  (16  P.  R.  590),  as  disaster 
areas  is  amended  to  include  all  counties 
in  the  State.  After  June  30,  1951,  dis¬ 
aster  loans  will  not  be  made  except  to 
borrowers  who  previously  received  such 
assistance. 

HAWAII  • 

The  following  county  was  designated, 
on  April  26,  1951,  as  a  disaster  area  due 
to  excessive  rainfall.  After  December  31, 
1951,  disaster  loans  will  not  be  made  ex¬ 
cept  to  borrowers  who  previously  re¬ 
ceived  such  assistance. 

Honolulu  (entire  Oahu  Island). 

ILLINOIS 

The  following  counties  were  desig¬ 
nated  on  July  21,  1951,  as  disaster  areas 
due  to  excessive  rainfall  and  flood  condi¬ 
tions; 

Ford.  Iriquois.  Livingston. 

IOWA 

The  following  counties  were  designated 
on  July  17,  1951,  as  disaster  areas  due 
to  excessive  rainfall  and  floods: 


Adair, 

Madison. 

Adams. 

Mills. 

Appanoose. 

Monona. 

Audubon. 

Monroe. 

Calhoun. 

Montgomery. 

Carroll. 

Page. 

Cass. 

Pottawattamie. 

Clarke. 

Ringgold. 

Crawford. 

Sac. 

Davis. 

Shelby. 

Decatur. 

Taylor. 

Fremont. 

Union. 

Greene. 

Wapello. 

Guthrie. 

Warren. 

Harrison. 

Wayne. 

Ida. 

Woodbury. 

Lucas. 

KANSAS 

The  entire  State  of  Kansas  was  desig¬ 
nated  on  July  17, 1951,  as  a  disaster  area 
due  to  excessive  rainfall  and  floods. 

LOUISIANA 

The  following  parishes  were  desig¬ 
nated  on  April  12,  1951,  as  disaster  areas 
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NOTICES 


due  to  adverse  weather  conditions.  After 
December  31,  1951,  disaster  loans  will 
not  be  made  except  to  borrowers  who 
previously  received  such  assistance. 

Plaquemines.  Tangipahoa. 

6t.  Tammany.  Washington. 


MINNESOTA 


The  following  counties  were  desig¬ 
nated,  on  January  26,  1951,  as  disaster 
areas  due  to  adverse  weather  conditions. 
After  December  30,  1951  disaster  loans 
will  not  be  made  except  to  borrowers 
who  previously  received  such  assistance. 


Anoka. 

Benton. 

Chicago. 

I'^antl. 

K.anabec. 


Lake  of  the  Woods. 
Mine  Lacs. 
Morrison. 

Pine. 

Sherburne. 


The  following  counties  were  desig¬ 
nated.  on  April  26, 1951,  as  disaster  areas 
due  to  flood  conditions.  After  December 
31,  1951  disaster  loans  will  not  be  made 
except  to  borrowers  who  previously  re- 
c:  ved  such  assistance. 

Blue  Forth.  Nicollet. 

Carver,  Sibley. 

Le  Sueur. 


MISSOURI 

The  following  counties  were  desig¬ 
nated,  on  December  15,  1950,  as  disaster 
areas  due  to  adverse  weather  conditions 
and  insect  infestation.  After  June  30, 
1951  disaster  loans  will  not  be  made 
except  to  borrowers  who  previously  re¬ 
ceived  such  assistance. 

Butler.  Pemiscot. 

Dunklin.  Ripley. 

Mississippi.  Scott. 

New  Madrid.  Stoddard. 

The  following  counties  were  desig¬ 
nated,  on  July  17,  1951,  as  disaster  areas 
due  to  excessive  rainfall  and  flood 
conditions: 

Andrew. 

Atchison. 

Barton. 

Bates. 

Benton. 

Boone. 

Butler. 

Caldwell 

Callaway. 

Cape  Girardeau. 

Carroll. 

Cass. 

Charlton. 

Clay. 

Clinton. 

Cole. 

Cooper. 

Daviess. 

DeKalb. 

Dunklin. 

Franklin. 

Gentry. 

Grundy. 

Harrison. 

Henry. 

Holt. 

Howard. 

Jackson. 

Jasper. 

The  following  counties  were  desig¬ 
nated.  on  July  19, 1951,  as  disaster  areas 
due  to  severe  floods  and  excessive 
rainfall: 

Buchanan.  Gasconade.  Livingston. 


Jefferson. 

Johnson. 

Lafayette. 

Mercer. 

Miller. 

Mississippi. 

Moniteau. 

Montgomery. 

Morgan. 

New  Madrid. 

Nodaway. 

Osage. 

Pemiscot. 

Perry. 

Pettis. 

Platte. 

Ray. 

Ripley. 

St.  Charles. 
St.  Clair. 

St.  Genevieve. 
St.  Louis. 
Saline. 

Scott. 

Stoddard. 

Vernon. 

Warren. 

Worth. 


MONTANA 

The  following  counties  were  desig¬ 
nated,  on  February  8,  1951,  as  disaster 
areas  due  to  adverse  weather  conditions. 
After  December  30,  1951,  disaster  loans 
will  not  be  made  except  to  borrowers 
who  previously  received  such  assistance. 

Glacier.  Teton. 


areas  due  to  excessive  rainfall  and  heavy 
boll  weevil  infestation.  After  June  30, 
1951,  disaster  loans  will  not  be  made 
except  to  borrowers  who  previously  re¬ 
ceived  such  assistance. 


Chester. 

Decatur, 

Fayette. 

Hardeman, 


Hardin. 

Henderson, 

McNalry. 

Shelby. 


NEBRASKA 

The  following  counties  were  desig¬ 
nated,  on  February  21,  1951,  as  disaster 
areas  due  to  adverse  weather  conditions 
and  insect  infestation.  After  December 
31,  1951  disaster  loans  will  not  be  made 
except  to  borrowers  who  previously  re¬ 
ceived  such  assistance. 

Box  Butte.  Scotts  Bluff. 

Dawes.  Sheridan. 

Morrill.  Sioux. 

NEW  MEXICO 

The  entire  State  of  New  Mexico  was 
designated,  on  April  6,  1951,  as  a  dis¬ 
aster  area  due  to  prolonged  drought  and 
insect  infestation. 

NEW  YORK 

The  entire  State  of  New  York  was 
designated,  on  December  21,  1950,  as  a 
disaster  area  due  to  severe  rain  and 
windstorm.  After  June  30,  1951,  dis¬ 
aster  loans  will  not  be  made  except  to 
borrowers  who  previously  received  such 
assistance. 

OKLAHOMA 

The  following  counties  were  desig¬ 
nated,  on  July  20,  1951,  as  disaster  areas 
due  to  flood  conditions: 

Delaware.  Ottawa. 

Mayes.  Rogers. 

Muskogee.  Wagoner. 

Nowata. 

OREGON 

The  following  county  was  designated, 
on  January  11,  1951,  as  a  disaster  area 
due  to  excessive  rainfall.  After  Decem¬ 
ber  31,  1951,  disaster  loans  will  not  be 
made  except  to  borrowers  who  previously 
received  such  assistance. 

Jefferson. 

SOUTH  DAKOTA 

The  following  counties  were  desig¬ 
nated,  on  January  26,  1951,  as  disaster 
areas  due  to  adverse  weather  conditions. 
After  June  30,  1951,  disaster  loans  will 
not  be  made  except  to  borrowers  who 
previously  received  such  assistance. 


Aurora. 

Hand. 

Beadle. 

Hughes. 

Brown. 

Hyde. 

Brule. 

Hamlin. 

Buffalo. 

Jerauld. 

Campbell. 

Kingsbury. 

Charles  Mix. 

Marshall. 

Clark. 

McPherson. 

Codington. 

Potter. 

Corson. 

Roberts. 

Davison. 

Sanborn. 

Day. 

Spink. 

Dewey. 

Stanley. 

Douglas. 

Sully. 

Edmunds. 

Walworth. 

Faulk. 

Ziebach. 

TENNESSEE 


The  following  county  was  designated, 
on  February  21,  1951,  as  a  disaster  area 
due  to  excessive  rainfall.  After  June 
30,  1951,  disaster  loans  will  not  be  made 
except  to  borrowers  who  previously  re¬ 
ceived  such  Eissistance. 

Dyer. 

TEXAS 

The  following  counties  were  desig¬ 
nated,  on  February  21,  1951,  as  disaster 
areas  due  to  freezing  temperatures. 
After  December  31,  1951,  disaster  loans 
will  not  be  made  except  to  borrowers  who 
previously  received  such  assistance. 

Cameron.  Hida'.go.  Willacy. 

The  following  county  was  designated, 
on  February  21,  1951,  as  a  disaster  area 
due  to  adverse  weather  conditions. 
After  June  30,  1951,  disaster  loans  will 
not  be  made  except  to  borrowers  who 
previously  received  such  assistance. 

Cochran. 

The  following  counties  were  desig¬ 
nated,  on  March  23,  1951,  as  disaster 
areas  due  to  adverse  weather  conditions. 
After  June  30,  1952,  disaster  loans  will 
not  be  made  except  to  borrowers  who 
previously  received  such  assistance. 

Brooks.  Jim  Wells. 

Duval.  Kleberg. 

Jim  Hogg. 

The  following  counties  were  desig¬ 
nated,  on  April  26, 1951,  as  disaster  areas 
due  to  prolonged  drought  and  insect 
infestation.  After  June  30,  1951,  disas¬ 
ter  loans  will  not  be  made  except  to  bor¬ 
rowers  who  previously  received  such 
assistance. 

Hemphill.  Roberts. 

VIRGINIA 

The  following  county  was  designated, 
on  February  21,  1951,  as  a  disaster  area 
due  to  excessive  rainfall  and  heavy  boll 
weevil  infestation.  After  December  31, 
1951  disaster  loans  will  not  be  made  ex¬ 
cept  to  borrowers  who  previously  re¬ 
ceived  such  assistance. 

Brunswick. 

WASHINGTON 

The  following  counties  w^ere  desig¬ 
nated,  on  March  6,  1951,  as  disaster 
areas  due  to  excessive  rainfall  and  flood 
conditions.  After  December  31,  1951, 
disaster  loans  will  not  be  made  except 
to  borrowers  who  previously  received 
such  assistance. 

King.  Skagit.  Snohomish.  Whatcom. 

Done  at  Washington,  D.  C.,  this  10th 
day  of  August  1951. 

[SEAL]  C.  J.  McCormick, 

Acting  Secretary  of  Agriculture. 


The  following  counties  were  desig¬ 
nated,  on  January  11,  1951,  as  disaster 


(P.  R.  Doc.  61-9723;  Piled,  Aug.  15,  1951; 
8:48  a.  m.] 
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DEPARTMENT  OF  LABOR 

Office  of  the  Secretary 

Organization  and  Functions 

Pursuant  to  authority  conferred  by 
R.  S.  161  (5  U.  S.  C.  22),  and  in  accord¬ 
ance  with  section  3  (a)  of  the  Adminis¬ 
trative  Procedure  Act  (60  Stat.  237;  5 
U.  S.  C.,1001)  the  Statement  of  organiza¬ 
tion  of  the  United  States  Department  of 
Labor  is  hereby  revised  to  read  as  fol¬ 
lows; 

Office  of  the  Secretary — Organization 
and  functions.  The  Secretary  of  Labor 
is  primarily  responsible  for  the  formula¬ 
tion  of  governmental  policy  in  all  mat¬ 
ters  affecting  labor.  He  serves  on  the 
following  interdepartmental  bodies: 

Dsfense  Mobilization  Board  (Executive 
Order  10200,  16  F.  R.  61). 

Interdepartmental  Committee  on  Trade 
Agreements  (Executive  Order  10082,  14  F.  R. 
6105). 

National  Security  Resources  Board  (Execu¬ 
tive  Order  9905.  November  13,  1947,  3  CFR, 
1947  Supp.  175,  as  amended  by  Executive 
Order  9931,  February  19,  1948,  3  CFR,  1948 
Supp.  100. 

National  Archives  Council  (57  Stat.  381; 
44  U.  S.  C.  367). 

Interdepartmental  Publications  Board 
(Executive  Order  9568,  June  8.  1945,  3  CFR, 
1945  Supp.  77  as  amended  by  Executive  Or¬ 
der  9604,  August  25,  1945,  3  CFR,  1945  Supp. 
108). 

Under  the  Foreign  Service  Act  of  1946 
(60  Stat.  999;  5  U.  S.  C.  681,  22  U.  S.  C. 
801)  he  designates  a  representative  of 
the  Department  to  serve  as  a  member  of 
the  Board  of  Foreign  Service. 

The  Secretary  of  Labor  has  the  ulti¬ 
mate  responsibility  for  the  administra¬ 
tion  of  the  Department  of  Labor  under 
the  Organic  Act  (37  Stat.  736;  5  U.  S.  C. 
611)  and  various  Reorganization  Plans; 
one  of  which,  Plan  No.  6  of  1950,  effec¬ 
tive  May  24,  1950  (15  F.  R.  3174),  trans¬ 
ferred  to  the  Secretary  of  Labor  all 
functions  of  all  other  oflBcers  of  the  De¬ 
partment  of  Labor  and  all  functions  of 
all  agencies  and  employees  of  the  De¬ 
partment.  In  carrying  out  these  func¬ 
tions  he  may  authorize  their  perform¬ 
ance  by  other  oflOcers,  agencies  or 
employees  of  the  Department.  He  ex¬ 
ercises  his  responsibility  through  his 
aides  and  assistants  and  has  the  duty 
of  reporting  annually  to  Congress  on 
the  Department’s  activities.  He  directs 
and  supervises  the  work  of  the  constitu¬ 
ent  bureaus,  offices  and  divisions  of  the 
Department.  In  addition,  he  has  func¬ 
tions  under  particular  statutes,  some  of 
which  are  delegated  to  officials  in  the 
Department,  as  indicated. 

Authorization  of,  and  promulgation 
of  regulations  with  respect  to,  the  mak¬ 
ing  of  special  studies  by  the  Bureau  of 
Labor  Statistics  for  private  persons  (48 
Stat.  582;  29  U.  S.  C.  9,  9a,  9b). 

The  Secretary  of  Labor  has  delegated 
to  the  Commissioner  of  the  Bureau  of 
Labor  Statistics  all  functions  in  connec¬ 
tion  with  collecting,  collating,  reporting, 
and  publishing  labor  statistics  and  sta¬ 
tistical  studies  (37  Stat.  737,  46  Stat. 
1019;  29  U.  S.  C.  2  and  54  Stat.  249;  29 
U.  S.  C.  2b) ,  and  the  maintenance  of  a 
file  of  collective  bargaining  agreements 
under  section  211  of  the  Labor  Manage¬ 
ment  Relations  Act  of  1947  (61  Stat. 
156;  29  U.  S.  C.  131). 


Predetermination  of  prevailing  wage 
rates  for  laborers  and  mechanics  in  the 
performance  of  construction  contracts 
W'hich  are  subject  to  provisions  of  the 
following  statutes:  The  Davis-Bacon  Act 
as  amended  (46  Stat.  1494;  40  U.  S.  C. 
276a) ;  the  National  Housing  Act  as 
amended  (48  Stat.  1246;  12.  U.  S.  C. 
1715c) ;  the  Federal  Airport  Act,  as 
amended  (60  Stat.  170;  49  U.  S.  C.  Supp. 
Ill,  1114  (b));  the  Hospital  Survey  and 
Construction  Act  of  1946,  as  amended 
(60  Stat.  1040;  42  U.  S.  C.  Supp.  Ill, 
291h) ;  the  Housing  Act  of  1949  (63  Stat. 
419;  42  U.  S.  C.  Supp.  Ill,  1459),  the 
Housing  Act  of  1950  (64  Stat.  48;  42 
U.  S.  C.  1521) ;  the  School  Survey  and 
Construction  Act  of  1950  (64  Stat.  967, 
972;  20  U.  S.  C.  A.  275  (b)  (E))  and  the 
determination  of  prevailing  rates  of 
wages  in  such  disputes  arising  under  sec¬ 
tion  3  of  the  Tennessee  Valley  Authority 
Act,  as  amended  (48  Stat.  59;  16  U.  S. 
C.  A.  831  (b)). 

The  functions  of  the  Secretary  of 
Labor  under  these  statutes  are  dele¬ 
gated  to  a  designated  Assistant  Secre¬ 
tary  of  Labor  and  to  the  Solicitor  of 
Labor  severally.  Concurrence  by  the 
Secretary  of  Labor  is  required  in  deter¬ 
mination  of  prevailing  wages  by  the 
Secretary  of  Interior  in  event  of  dispute 
as  to  w'age  rates  under  section  15  of 
Boulder  Canyon  Project  Adjustment  Act 
(54  Stat.  779,  as  amended;  43  U.  S.  C. 
sec.  618n). 

By  Reorganization  Plan  No.  14  of 
1950,  effective  May  24,  1950  (15  F.  R. 
3176)  the  Secretary  is  authorized  to 
prescribe  appropriate  standards,  regula¬ 
tions,  and  procedures  which  shall  be 
observed  by  agencies  performing  con¬ 
tracts  within  the  coverage  of  the  Davis- 
Bacon  Act,  the  National  Housing  Act,  as 
amended  (48  Stat.  1246;  53  Stat.  807;  12 
U.  S.  C.  1715  (c)),  the  Housing  Act  of 
1949,  the  Federal  Airport  Act,  the  Hos¬ 
pital  Survey  and  Construction  Act,  the 
School  Survey  and  Construction  Act,  the 
“Copeland  Anti-Kickback  Act”  (48  Stat. 
948,  as  amended;  63  Stat.  89,  108,  13 
U.  S.  C.  Supp.  m,  874,  40  U.  S.  C.  276 
(b),  276  (c)),  the  Eight-Hour  Laws,  as 
amended  (27  Stat.  340;  37  Stat.  137;  40 
U.  S.  C.  321) ;  in  addition,  the  Secretary 
of  Labor  is  authorized  by  this  reorgan¬ 
ization  plan  to  make  investigations  with 
respect  to  compliance  with  and  enforce¬ 
ment  of  such  labor  standards. 

Administration  of  the  “Copeland  Anti- 
Kickback  Act”,  as  amended  (Reorgani¬ 
zation  Plan  No.  4,  effective  June  30, 1940, 
54  Stat.  1236,  5  U.  S.  C.  133t  note;  Reor¬ 
ganization  Plan  No.  14,  effective  May  24, 
1950;  15  F.  R.  3176).  Administrative 
and  interpretative  functions  under  this 
act  are  delegated  to  the  Solicitor  of 
Labor. 

Interpretation  of  the  Eight-Hour  Law 
as  amended  (Reorganization  Plan  No. 
14,  effective  May  24, 1950  (15  F.  R.  5176) ) 
upon  the  request  of  interested  parties 
and  agencies.  This  function  is  dele¬ 
gated  to  the  Solicitor  of  Labor. 

Passing  upon  the  issuance  of  certifi¬ 
cates  of  merit  requested  by  national 
organizations  of  railway  employees  to 
enable  them  to  present  their  claim  con¬ 
cerning  their  right  to  participate  in 
selection  .of  labor  members  to  the  Na¬ 
tional  Railroad  Adjustment  Board  under 


section  3  First  (f)  of  the  Railway  Labor 
Act  as  amended  (44  Stat.  578;  48  Stat. 
1189;  45  U.  S.  C.  153  First  (f). 

Administration  and  enforcement  of 
the  Walsh-Healey  Public  Contracts  Act 
as  amended  (49  Stat.  2036;  41  U.  S.  C. 
35).  This  act  is  administered  by  the 
Secretary  through  the  Administrator  of 
the  Wage  and  Hour  and  Public  Contracts 
Divisions.  Certain  final  authority  under 
the  act,  including  promulgation  of  regu¬ 
lations,  granting  of  exemptions,  issuance 
of  complaints,  and  making  determina¬ 
tions  as  to  the  application  of  the  ineligi¬ 
bility  list  provisions  under  section  3  of 
the  act  is  exercised  directly  by  the  Secre¬ 
tary. 

Administration  and  enforcement  of 
the  Pair  Labor  Standards  Act  of  1938, 
as  amended  (52  Stat.  1060,  63  Stat.  910; 
29  U.  S.  C.  201  and  Supp.  IV,  Reorganiza¬ 
tion  Plan  No.  6,  effective  May  24,  1950; 
15  P.  R.  3174). 

Most  of  the  administrative  functions 
under  the  Fair  Labor  Standards  Act 
have  been  delegated  to  the  Administra¬ 
tor  of  the  Wage  and  Hour  and  Public 
Contracts  Divisions  including  issuance  of 
rulings  and  interpretations  on  the  ad¬ 
vice  of  the  Solicitor  of  Labor.  Some 
functions  with  relation  to  the  child  labor 
provisions  of  the  act  have  been  delegated 
to  the  Director  of  the  Bureau  of  Labor 
Standards. 

The  functions  of  issuing  regulations 
and  orders  under  section  3  (1)  of  the 
Fair  Labor  Standards  Act,  bringing  legal 
proceedings  under  the  act,  the  submis¬ 
sion  to  Congress  of  the  Annual  Report 
required  by  section  4  (d)  of  the  act  and 
of  recommending  to  the  Attorney  Gen¬ 
eral  in  criminal  actions  are  exercised 
directly  by  the  Secretary.  The  rules  of 
the  Secretary  of  Labor  issued  pursuant 
to  section  3  (1)  of  the  act  are  set  forth 
in  29  CFR,  Parts  401,  402,  422  and  441. 

Administration  of  the  provisions  of  the 
“Wagner-Peyser  Act”  as  amended  and 
supplemented  (48  Stat.  113;  60  Stat.  684; 
62  Stat.  445;  29  U.  S.  C.  49)  establishing 
a  Federal-State  system  of  public  employ¬ 
ment  offices,  title  IV  of  the  Servicemen’s 
Readjustment  Act,  as  amended  (58  Stat. 
293;  38  U.  S.  C.  695),  which  established 
a  Veterans’  Employment  Service,  and 
the  Federal  functions  of  the  Federal- 
State  unemployment  insurance  system 
as  provided  in  the  Social  Security  Act 
as  amended  (49  Stat.  620,  626;  42  U.  S.  C. 
501  et  seq.;  60  Stat.  982;  42  U.  S.  C.  1331 
et  seq.)  and  the  Federal  Unemployment 
Tax  Act,  as  amended  (53  Stat.  183;  26 
U.  S.  C.  1600  et  seq.),  by  virtue  of  Re¬ 
organization  Plan  2  of  1949  (63  Stat. 
1065). 

Administration  and  enforcement  of 
these  acts  has  been  delegated  to  the  Di¬ 
rector  of  the  Bureau  of  Employment 
Security  under  the  general  direction  and 
control  of  the  Secretary. 

Performing,  through  the  Bureau  of 
Veterans’  Reemployment  Rights,  the 
function  of  rendering  aid  in  the  replace¬ 
ment  in  their  former  positions  and  in 
connection  with  the  exercise  of  reem¬ 
ployment  rights  of  veterans  under  sec¬ 
tion  8  of  the  Selective  Training  and 
Service  Act  of  1940,  as  amended  (54 
Stat.  890,  50  U.  S.  C.  App.  308),  the 
Service  Extension  Act  of  1941,  as 
amended  (55  Stat.  626;  50  U.  S.  C.  App. 
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351  ct  seq.) ,  the  Army  Reserve  and  Re¬ 
tired  Personnel  Service  Law  of  1940, 
as  amended  (54  Stat.  858;  50  U.  S.  C. 
App.  401),  the  Selective  Service  Act  of 
1948,  as  amended  (62  Stat.  604;  50  U.  S. 

C.  App.  Supp.  Ill  451  as  amended)  and 
under  the  act  of  June  23,  1943  (57  Stat. 
162;  50  U.  S.  C.  App.  1472)  of  persons 
who  performed  service  in  the  Merchant 
Marine.  The  function  of  furnishing 
legal  interpretations  concerning  vet¬ 
eran’s  reemployment  rights  and  legal 
advice  and  services  has  been  delegated 
to  the  Solicitor  of  Labor. 

Administration,  through  the  Bureau 
of  Apprenticeship,  of  the  act,  August  16, 
1937,  as  amended  (50  Stat.  664,  50  U.  S. 

C.  App.  sec.  601;  29  U.  S.  C.  50). 

Disposition  of  Tort  claims  up  to  $1,000 
against  the  Department  of  Labor  pur¬ 
suant  to  the  provisions  of  the  Federal 
Tort  Claims  Act  (60  Stat.  842;  28  U.  S. 
C.  921).  The  Secretary’s  function  un¬ 
der  this  act  has  been  delegated  to  the 
Solicitor  of  Labor. 

Provides,  through  the  Division  for  the 
Physically  Handicapped  in  the  Bureau 
of  Labor  Standards  facilities  and  serv¬ 
ices  to  the  President’s  Committee  on 
National  Employ  the  Physically  Handi¬ 
capped  Week  which  week  was  estab¬ 
lished  by  Congress  to  promote  nation¬ 
wide  interest  and  to  secure  and  maintain 
cooperation  of  all  groups  in  the  rehabili¬ 
tation  and  employment  of  physically 
handicapped  workers. 

Exercising  and  performing  the  au¬ 
thority  and  functions  regarding  the  fil¬ 
ing  of  information  by  labor  unions 
conferred  by  sections  9  (f)  and  (g). 
Title  I,  of  the  Labor-Management  Re¬ 
lations  Act,  as  amended  (61  Stat.  136, 
145,  146,  29  U.  S.  C.  Supp.  IV,  141,  159 
(f)  and  (g)).  These  functions  are  per¬ 
formed  in  the  Division  of  Union  Regis¬ 
tration,  the  Bureau  of  Labor  Standards. 

Exercising  and  performing  the  func¬ 
tions  of  the  Department  of  Labor  in 
connection  with  the  International  Labor 
Organization  and  other  international 
labor  matters.  The  international  activi¬ 
ties  of  the  Department  are  supervised 
and  coordinated  under  the  general  di¬ 
rection  of  an  Assistant  Secretary  of  La¬ 
bor  and  by  the  Office  of  International 
Labor  Affairs. 

Exercises  and  performs  the  functions 
of  the  Veterans’  Placement  Service 
Board  as  provided  by  section  2  of  the 
Reorganization  Plan  No.  2  of  1949  (63 
Stat.  1085),  and  under  Title  IV  of  the 
Servicemen’s  Readjustment  Act  of  1944. 

Administration,  through  the  Women’s 
Bureau  of  the  act  of  June  5,  1920  (41 
Stat.  987;  29  U.  S.  C.  11). 

Administration  of  the  Federal  Em¬ 
ployees’  Compensation  Act,  as  amended 
and  extended  (39  Stat.  742,  5  U.  S.  C. 
751  et  seq.).  Longshoremen’s  and  Har¬ 
bor  Workers’  Compensation  Act  as 
amended  (44  Stat.  1424;  33  U.  S.  C.  901 
et  seq.) ;  the  District  of  Columbia  Work¬ 
men’s  Compensation  Law,  as  amended 
(45  Stat.  600:  36  D.  C.  Code  36-501,  502) ; 
the  act  of  August  16,  1941,  as  amended, 
the  so-called  Defense  Bases  Act  (55 
Stat.  622;  42  U.  S.  C.  1651);  act  of  De¬ 
cember  2,  1942  (56  Stat.  1028;  42  U.  S.  C. 
1701)  and  certain  parts  of  the  War 


Claims  Act  of  1948  (62  Stat.  1240;  50 
U.  S.  C.,  Supp.  Ill,  app.  20011  and  the 
Civilian  War  Benefits  Program  (60  Stat. 
696) ;  by  virtue  of  Reorganization  Plan 
No.  19  of  1950,  effective  May  24,  1950 
(63  Stat.  203). 

Except  for  the  functions  and  duties  of 
the  Secretary  created  by  section  41  of 
the  Longshoremen’s  and  Harbor  Work¬ 
ers’  Compensation  Act,  as  amended,  and 
section  209  of  the  Federal  Employees’ 
Compensation  Act  Amendments  of  1949 
and  the  preparation  and  submission  of 
reports  and  recommendations  to  Con- 
gx-ess,  the  Secretary  of  Labor  has  dele¬ 
gated  the  administrative  functions  under 
these  acts  to  the  Director,  Bui-eau  of 
Employees’  Compensation  and  the  Em¬ 
ployees’  Compensation  Appeals  Board. 
The  functions  and  duties  relating  to 
safety  investigations,  recommendations 
to  employers,  and  the  developing,  sup¬ 
porting  and  fostering  of  organized  safety 
promotion  authorized  under  section  41 
of  the  Longshoremen’s  and  Harbor 
Workers  Compensation  Act  and  under 
section  33  (b)  and  (c)  of  the  Federal 
Employees’  Compensation  Act  have 
been  delegated  to  the  Director  of  the 
Bureau  of  Labor  Standards. 

The  Federal  Safety  Council,  estab¬ 
lished  in  the  Department  of  Labor  by 
Executive  Order  10194  (3  CFR  156),  ad¬ 
vises  the  Secretary  of  Labor  in  the  per¬ 
formance  of  his  functions  under  section 
209  of  the  Federal  Employees’  Compen¬ 
sation  Act  Amendments  of  1949. 

Exercises  authority  delegated  in  Exec¬ 
utive  Order  10161  (3  CFR  123)  issued 
pursuant  to  the  Defense  Production  Act 
•  of  1950  (50  U.  S.  C.  A.,  App.  2061),  to 
provide  for  the  maximum  utilization  of 
the  functions  and  services  of  the  Depart¬ 
ment  in  meeting  the  labor  needs  of  de¬ 
fense  industi’y  and  essential  civilian  em¬ 
ployment. 

To  carry  out  these  functions  the  Sec¬ 
retary  has  established  within  the  Office 
of  the  Secretary,  a  Defense  Manpower 
Administration  and  two  committees. 
The  Interdepartmental  Committee  on 
Defense  Manpower,  composed  of  the 
heads  of  Departments  and  agencies  of 
the  Government  (or  their  duly  author¬ 
ized  representatives)  having  an  interest 
in  the  field  of  defense  manpower  and 
labor  supply  was  created  to  advise  the 
Secretary  of  Labor  in  carrying  out  his 
functions  under  Executive  Order  10161. 
The  Women’s  Advisory  Committee  on 
Defense  Manpower,  to  be  selected  by  the 
Secretary  of  Labor,  was  created  to  ad¬ 
vise  him  concerning  the  most  effective 
use  of  women  in  meeting  defense  man¬ 
power  requirements.  To  aid  in  carrying 
out  the  manpower  work  of  the  Depart¬ 
ment  of  Labor,  the  Secretary  has  also 
delegated  certain  functions  to  various 
bureaus  and  officials  of  the  Department. 

Under  Secretary  of  Labor.  The  Under 
Secretary  of  Labor  performs  such  func¬ 
tions  as  may  be  prescribed  by  the  Secre¬ 
tary  or  required  by  law.  He  is  authorized 
by  statute  to  perform  the  duties  of  the 
Secretary  in  his  absence  or,  in  the  case 
of  the  Secretary’s  death,  resignation  or 
removal,  to  perform  the  duties  of  Sec¬ 
retary,  until  a  successor  is  appointed  (60 
Stat.  91;  5  U.  S.  C.  611  (a)). 


Assistant  Secretaries.  Three  Assistant 
Secretaries  of  Labor  of  equal  rank  are 
provided  by  statute  to  perform  such 
duties  as  the  Secretary  may  assign  or 
as  may  be  required  by  law  (60  Stat.  91; 

5  U.  S.  C.  611  (b)). 

Administrative  Assistant  Secretary. 
One  Administrative  Assistant  Secretary 
of  Labor  is  provided  by  section  3  of  Reor¬ 
ganization  Plan  No.  C  of  1950,  effective 
May  24,  1950  (15  F.  R.  3174)  to  perform 
such  duties  as  the  Secretary  of  Labor 
shall  presci’ibe. 

Special  Assistants.  Special  Assistants 
In  the  immediate  office  of  the  Secretary 
are  available  for  special  or  confidential 
assignments  by  the  Secretary  of  Labor, 
Under  Secretary,  or  the  Assistant  Sec¬ 
retaries. 

Offices  within  the  Office  of  the  Secre¬ 
tary.  Within  the  Office  of  the  Secretary 
are  the  Defense  Manpower  Administra¬ 
tion;  the  Office  of  International  Labor 
Affairs;  the  Office  of  Budget  and  Man¬ 
agement  ;  the  Office  of  Personnel  Admin¬ 
istration  ;  the  Office  of  Information ;  the 
Office  of  the  Solicitor  and  the  Library. 

Office  of  International  Labor  Affairs. 
This  office,  under  the  Executive  Director 
is  responsible  for  supervision,  direction, 
policy  formulations,  and  coordination  of 
the  international  activities  of  the  De¬ 
partment  and  of  its  bureaus. 

Office  of  Budget  and  Management. 
Under  the  Director  of  the  Office  of  Bud¬ 
get  and  Management  this  office  super¬ 
vises  all  business  management  functions 
of  the  Department, 

Office  of  Personnel  Administration. 
This  office  under  the  Director  of  Person¬ 
nel,  supervises  all  matters  of  personnel 
management  within  the  Department. 

Defense  Manpower  Administration. 
Headed  by  an  Administrator  and  subject 
to  the  policy  guidance  and  control  of  the 
Secretary  of  Labor,  develops  and  re¬ 
views  plans,  policies  and  programs  in 
cooperation  with  the  various  bureaus 
and  offices  of  the  Department  for  the 
purpose  of  meeting  the  labor  needs  of 
defense  industry  and  essential  civilian 
employment,  and  coordinates  the  de¬ 
fense  manpower  activities  in  the  Depart¬ 
ment  to  provide  for  the  maximum  utili¬ 
zation  of  the  functions  and  services  of 
the  Department  of  Labor  in  carrying  out 
Its  manpower  work.  Regional  offices  of 
the  Defense  Manpower  Administration 
are  maintained  at  the  same  address  as 
the  Regional  Offices  of  the  Bui’eau  of 
Employment  Security. 

Office  of  Information.  This  office 
under  the  Director  of  Information  is  re¬ 
sponsible  for  the  dissemination  of  in¬ 
formation  concerning  the  activities  of 
the  Department  of  Labor. 

Library.  The  Librarian  is  responsible 
for  the  effective  organization  and  ad¬ 
ministration  of  the  Library  services  of 
the  Department  of  Labor.  The  Library 
consists  of  three  divisions  designated  as 
the  Readers’  Services  Unit,  the  Periodi¬ 
cals  Unit  and  the  Cataloguing  Unit. 

Field  Organization  of  the  Department 
of  Labor.  Certain  functions  of  the  De¬ 
partment  are  carried  on  in  Regional  and 
Territorial  Offices  of  the  Department  and 
the  areas  served  by  each  are  as  follows: 
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pion  Headquarters  oflice  Area  served 

1  Boston,  Mass _  Massachusetts,  New 

Hampshire,  Maine,  Ver¬ 
mont,  Rhode  Island, 
Connecticut. 

2  New  York.  N.  Y _  New  York,  New  Jersey. 

3  rhiladelphia,  I’a _  rennsylvania,  Delaware, 

Maryland. 

4  Atlanta,  Qa .  Georgia,  Florida,  South 

Caroiina,  North  Caro¬ 
lina,  Alabama,  Missis¬ 
sippi,  Tennessee,  Vir¬ 
ginia. 

p  Cleveland,  Ohio .  Michigan,  Ohio,  Kentucky 

I  West  Virginia, 

f.  Chicago.  Ill .  Illinois,  Wisconsin,  Indi¬ 

ana,  Minnesota. 

7  Kansas  City,  Mo...  North  Dakota,  South  Da¬ 

kota,  Kansas,  Iowa,  Mis¬ 
souri.  Nebraska,  Wyom¬ 
ing,  Colorado. 

8  Dallas,  Tex .  Texius,  Arkansas,  Okla¬ 

homa,  New  Mexico,  Lou¬ 
isiana. 

Pan  Francisco,  Calif.  California,  Washington, 
Oregon,  Idaho,  Nevada, 
T'tah,  Arizona,  Mon¬ 
tana,  Hawaii,  Alaska. 


Specific  locations  of  the  Regional  and 
Territorial  Offices  of  the  various  Bureaus 
of  the  Department  are  set  out  in  con¬ 
nection  with  the  description  of  the  sev¬ 
eral  field  organizations  of  these  opera¬ 
tional  units. 

The  position  of  Territorial  Repre¬ 
sentative  has  been  established  in  order 
to  carry  out  the  purposes  and  policies  of 
the  Department  in  the  Territories  of  the 
United  States,  and  to  coordinate  the 
activities  of  the  field  staffs  of  bureaus  of 
the  Department  in  such  Territories. 
Territorial  Representatives  have  been 
appointed  for  Alaska,  Hawaii,  and  Puerto 
Rico,  and  the  Virgin  Islands.  These  are 
located  at  the  following  addresses: 

Alaska;  129  Territorial  Post  OiSce  Building, 
Juneau,  Alaska. 

Hawaii:  345  Federal  Building,  King  and 
Richards  Streets,  Honolulu  2,  T.  H. 

Puerto  Rico  and  the  Virgin  Islands;  412 
New  York  Department  Store  Building,  Step 
16’ 2  Ponce  de  Leon  Avenue,  Santurce  29, 
P.  R. 

Information  and  requests.  Requests 
for  general  information  concerning  the 
activities  of  the  Department  should  be 
addressed  to  the  Director  of  Information, 
United  States  Department  of  Labor, 
Washington  25,  D.  C. 

Requests  for  a  determination  as  to  the 
merit  of  a  claim  by  a  national  organiza¬ 
tion  of  railway  employees  to  participate 
in  selections  of  members  of  the  National 
Railroad  Adjustment  Board  should  be 
addressed  to  the  Secretary  of  Labor, 
United  States  Department  of  Labor, 
Washington  25,  D.  C. 

Information  as  to  the  officer  to  whom, 
and  the  manner  in  which,  other  requests 
for  information,  applications,  petitions, 
etc.,  should  be  made  is  set  forth  in  con¬ 
nection  with  the  description  of  the  func¬ 
tions  of  the  individual  bureaus,  divisions 
and  other  operating  units  within  the 
Department, 

Office  of  the  Solicitor — Functions. 
The  Solicitor  is  the  chiefs  law  officer  of 
the  Department.  In  this  capacity  he 
serves  as  legal  adviser  to  the  Secretary 
of  Labor  and  to  other  administrative 
officers  of  the  Department,  performs  cer¬ 
tain  functions  of  the  Secretary  of  Labor 
as  delegated  to  him,  interprets  statutes 
administered  in  the  Department  and 
furnishes  legal  services  in  connection 
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with  hearings  and  other  administrative 
proceedings  leading  to  the  formulation 
of  rules  and  regulations  implementing 
such  statutes,  supervises  the  litigation 
of  the  Department;  prepares  reports  on 
proposed  legislation  of  concern  to  the 
Department  and  gives  technical  assist¬ 
ance  in  the  preparation  and  development 
of  legislation  concerning  labor  matters; 
prepares  or  reviews  all  legal  documents, 
contracts  and  bonds  entered  into  by  or 
with  the  Department  of  Labor  and  ren¬ 
ders  such  other  legal  services  as  may  be 
required  of  his  office. 

Organization.  The  Solicitor  is  as¬ 
sisted  by  an  Associate  Solicitor  w'ho 
participates  in  policy  and  administrative 
mattei’s,  and  acts  as  Solicitor  in  his  ab¬ 
sence,  and  by  Assistant  Solicitors  w'ho 
assist  him  in  matters  of  administration 
and  policy.  Each  Assistant  Solicitor  is 
in  charge  of  a  Division  of  the  Office  of 
the  Solicitor.  The  Divisions  carrying 
out  the  functions  of  the  Solicitor  are 
as  follows: 

Division  of  Trial  Litigation.  This  di¬ 
vision  supervises  trial  litigation  in  cases 
with  which  the  Department  is  concerned. 

Division  of  Appellate  Litigation.  This 
division  prepares  briefs  and  arguments 
in  cases  before  appellate  courts  with 
which  the  Department  is  concerned. 

Division  of  Interpretations  and  Ad¬ 
ministrative  Services.  This  division  con¬ 
sists  of  two  branches.  The  Branch  of 
Interpretations  prepares  opinions  on  in¬ 
terpretative  questions  arising  under  the 
statutes  and  Executive  Orders  adminis¬ 
tered  in  the  Department,  while  the 
Branch  of  Administrative  Services  fur¬ 
nishes  legal  advice  and  service  to  de¬ 
partmental  officials  on  the  issuance  of 
regulations  and  in  administrative  pro¬ 
ceedings. 

Division  of  Legislation,  Bureau  Serv¬ 
ices  and  Trial  Examining.  The  two 
branches  in  this  division  perform  the 
following  functions: 

The  Branch  of  Legislation  and  Bureau 
Services  renders  advisory  and  technical 
assistance  in  the  preparation  of  pro¬ 
posed  legislation,  gives  legal  assistance 
to  the  Bureau  heads  with  their  admin¬ 
istrative  problems  within  the  depart¬ 
ment  and  answers  inquiries  from  the 
public  with  respect  to  labor  law's  not 
administered  in  the  Department  but 
with  which  the  Department  is  con¬ 
cerned.  This  branch  also  handles  claims 
against  the  department  arising  under 
the  Federal  Tort  Claims  Act  (60  Stat. 
842;  28  U.  S.  C.  921). 

The  Branch  of  Trial  Examining  con¬ 
sists  of  trail  examiners  who,  at  the  des¬ 
ignation  and  direction  of  the  Secretary 
of  Labor  in  specific  cases,  preside  over 
administrative  hearings  and  make 
initial  decisions,  in  accordance  with  the 
rules  of  practice  set  forth  in  41  CFR, 
Part  203,  in  proceedings  based  on  com¬ 
plaints  of  violations  of  contracts  subject 
to  the  Walsh-Healey  Public  Contracts 
Act,  as  amended  (49  Stat,  2036;  41 
U.  S.  C,  35).  In  the  performance  of 
these  fynctions  they  act  independently, 
subject  to  the  requirements  that  they 
comply  with  the  policies  of  the  Depart¬ 
ment  under  the  act  and  with  the  recog¬ 
nized  precedents. 

The  examiners  also  preside  as  hearing 
officers  in  other  types  of  hearings  au- 
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thorized  by  the  Secretary  or  other  offi¬ 
cials  in  the  Department. 

Division  of  Employees’  Compensation. 
This  division  provides  legal  assistance 
and  advice  to  the  Bureau  of  Employees’ 
Compensation  and  the  Employees’  Com¬ 
pensation  Appeals  Board  relative  to  their 
functions.  It  also  renders  legal  assist¬ 
ance  in  defense  of  compensation  orders, 
issued  by  deputy  commissioners  of  the 
Bureau  of  Employees’  Compensation, 
where  they  are  challenged  in  judicial 
proceedings. 

Division  of  Employees’  Security.  This 
division  provides  (a)  legal  cervices  in 
connection  with  the  defense  manpower 
activities  of  the  Department  of  Labor, 
(b)  legal  services  required  by  the  Bu¬ 
reau  of  Employment  Security,  in  (i)  the 
administration  of  the  Federal  Unem¬ 
ployment  Tax  Act,  the  unemployment 
compensation  provisions  of  the  Social 
Security  Act,  the  Wagner-Peyser  Act  of 
1933,  as  amended,  including  supplemen¬ 
tary  legislation  in  appropriation  acts 
relating  to  the  United  States  Employ¬ 
ment  Service  and  Title  IV  of  the  Service¬ 
men’s  Readjustment  Act  of  1944,  the 
drafting,  interpretation  and  operation  of 
international  agreements  for  the  impor¬ 
tation  of  foreign  w'or’icers  for  temporary 
agricultural  employment  in  the  United 
States;  and  (ii)  assistance  to  State  agen¬ 
cies  in  the  operation  of  the  State-Federal 
unemployment  compensation  program. 

Division  of  Wage  DeterminaVon  and 
Veterans’  Reemployment  Rights.  The 
two  branches  in  this  division  perform 
the  following  functions: 

Pursuant  to  authority  delegated  by 
the  Secretary  to  the  Solicitor  the  Wage 
Determination  Branch  performs  admin¬ 
istrative  functions  under  the  “Copeland 
Anti-Xickback  Act’’  and  the  Federal 
Eight-Hour  Law's  and  is  responsible  for 
the  w’age  determination  work  arising 
in  the  Department  under  the  Davis- 
Bacon  Act,  the  National  Housing  Act, 
the  Tennessee  Valley  Authority  Act,  the 
Hospital  Survey  and  Construction  Act, 
the  United  States  Housing  Act  of  1937, 
the  Housing  Act  of  1949,  the  Housing 
Act  of  1950,  the  School  Survey  and  Con¬ 
struction  Act  of  1959,  and  the  Federal 
Airport  Act. 

The  Veterans’  Reemployment  Rights 
Branch  renders  legal  advice  to  and  per¬ 
forms  the  legal  servicer,  required  by  the 
Bureau  of  Veterans’  Reemployment 
Rights. 

Division  of  International  Labor  Af¬ 
fairs.  This  Division  renders  legal  advice, 
interpretations,  and  assistance  in  all 
matters  pertaining  to  the  international 
work  of  the  Department.  This  includes 
legal  advice  relating  to  all  of  the  ac¬ 
tivities  of  the  Oiffice  of  International 
Labor  Affairs,  These  activities  relate 
to  Conventions,  Recommendations,  and 
other  activities  of  the  International 
Labor  Organization;  numerous  activities 
pertaining  to  the  United  Nations  and 
various  specialized  agencies  relating  to 
labor  of  that  Organization,  and  a  variety 
of  international  labor  activities  of  the 
Department. 

Regional  Offices.  Regional  attorneys 
under  the  supervision  of  the  Solicitor, 
act  as  legal  advisers  to  the  field  organ!- 
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armed  services  and  that  required  to  as¬ 
sure  production  essential  to  the  defense 
effort  and  the  civilian  economy.  The 
lists  are  used  by  the  Department  of  De¬ 
fense  in  taking  action  on  requests  for 
delay  in  call  to  active  duty  of  Reservists 
and  the  National  Guard.  The  Selective 
Service  System  furnishes  copies  of  the 
lists  to  its  local  boards  as  information 
to  assist  them  in  making  determinations 
on  requests  for  the  occupational  defer¬ 
ment  of  draft  registrants.  The  Com¬ 
mittee  studies  and  makes  recommenda¬ 
tions  to  the  Secretary  of  Commerce  and 
the  Secretary  of  Labor  on  petitions  pre¬ 
sented  by  employers,  employer  and  trade 
associations,  and  union  representatives 
for  revisions  and  amendments  to  the 
lists. 

National  organization.  The  Bureau  is 
headed  by  a  Director,  assisted  by  a 
Deputy  Director.  Its  functions  are 
carried  out  through  the  following  units: 

1.  Unemployment  Insurance  Service. 
The  Unemployment  Insurance  Service  is 
headed  by  an  Assistant  Director  and 
consists  of  four  divisions:  Program 
Standards,  Methods  and  Operations, 
Legislation  and  Reference,  and  Appeals 
and  Interpretations. 

(a)  Division  of  Program  Standards. 
The  Division  of  Program  Standards  is 
headed  by  a  Chief,  and  has  the  following 
functions:  Development  of  substantive 
policy  regarding  unemployment  insur- 
a^nce  benefits,  coverage,  financing  and 
coordination  of  temporary  disability 
with  unemployment  insurance;  analysis 
of  experience  under  the  unemployment 
insurance  program  to  evaluate  adequacy 
of  the  program;  study  of  the  social,  fi¬ 
nancial  and  economic  aspects  of  unem¬ 
ployment  insurance;  analysis  of  Federal 
legislative  proposals  and  development  of 
recommendations  for  Federal  legislation ; 
establishment  of  the  need  for  unem¬ 
ployment  insurance  data  for  program 
planning ;  assistance  to  the  States  in  con¬ 
ducting  special  research  and  statistical 
studies. 

(b)  Division  of  Methods  and  Opera~ 
tions.  The  Division  of  Methods  and 
Operations  is  headed  by  a  Chief  and  has 
the  following  functions:  Development  of 
principles  and  guides  applicable  to  the 
operation  of  State  unemployment  in¬ 
surance  programs;  review  and  appraisal 
of  the  administration  of  State  programs 
from  the  standpoint  of  conformity  with 
Federal  requirements  and  eligibility  for 
grants  and  for  certification  for  tax 
credits;  determination  of  standards  of 
adequacy  for  the  performance  of  all 
basic  State  unemployment  insurance  op¬ 
erations,  and  also  of  the  necessary  cost 
of  performing  each  function  under  such 
standards  for  use  in  the  functional  budg¬ 
eting  process:  and  assistance  to  States 
in  improving  operating  methods. 

(c)  Division  of  Legislation  and  Ref- 
crence.  The  Division  of  Legislation  and 
Reference  is  headed  by  a  Chief  and  has 
the  following  functions:  Development  of 
principles  and  guides  applicable  to  the 
legislative  aspects  of  State  unemploy¬ 
ment  insurance  programs;  review  and 
appraisal  of  State  laws  from  the  stand¬ 
point  of  conformity  with  Federal  re- 
Quirements  and  eligibility  for  grants  and 
for  certification  for  tax  credits;  assist¬ 
ance  to  States  in  improving  State  laws; 
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development  of  recommendations  for 
Federal  legislation;  am  maintenance  of 
a  reference  service  of  State  laws,  proce¬ 
dural  materials,  forms,  etc. 

(d)  Division  of  Appeals  and  Interpre¬ 
tations.  The  Division  of  Appeals  and 
Interpretations  is  headed  by  a  Chief  and 
has  the  following  functions:  Develop¬ 
ment  of  principles  and  guides  applicable 
to  the  interpretative  aspects  of  State 
unemployment  insurance  programs;  re¬ 
view  and  appraisal  of  State  interpreta¬ 
tions  from  the  standpoint  of  conformity 
with  Federal  requirements  and  eligibil¬ 
ity  for  grants  and  for  certification  for 
tax  credits;  review  and  appraisal  of 
State  appeals  practice  and  procedures 
from  the  standpoint  of  conformity  with. 
Federal  requirements;  review  and  ap¬ 
praisal,  for  conformity  with  Federal 
requirements,  of  State  processes  of 
determining  benefit  eligibility  and  dis¬ 
qualification;  assistance  to  States  in 
the  quality  of  these  determinations; 
assistance  to  States  in  improving  appeals 
procedures:  and  preparation  of  analyses 
and  publication  of  decisions  showing 
trends  in  appealed  decision  on  coverage 
and  benefit  payments. 

2.  United  States  Employment  Service. 
The  Director  of  the  Bureau  of  Employ¬ 
ment  Security  is  also  the  Director  of  the 
United  States  Employment  Service. 
The  functions  of  the  United  States  Em¬ 
ployment  Service  and  its  relationships 
with  the  State  Employment  Service  are 
carried  on  through  the  Employment 
Service  which  is  headed  by  an  Assistant 
Director.  Its  functions  are  carried  out 
through  the  Division  of  Placement  Meth¬ 
ods,  the  Division  of  Counseling.  Selective 
Placement  and  Testing,  the  Division  of 
Industrial  Services,  the  Division  of  Em¬ 
ployer  Relations,  the  Division  of  Organi¬ 
zation  and  Management,  and  a  Minority 
Groups  Consultant, 

(1)  Division  of  Placement  Methods. 
The  Division  of  Placement  Methods  is 
headed  by  a  Chief  and  is  responsible  for 
the  development  of  programs,  recom¬ 
mended  policies,  standards,  operating 
methods  and  procedures  for  use  by  State 
and  local  offices,  and  for  providing  as¬ 
sistance  to  State  agencies  in  cooperation 
W'ith  the  regional  offices  in  three  basic 
program  areas:  (i)  The  Placement 
Standards  Program,  which  is  concerned 
W’ith  the  performance  of  all  local  office 
placement  operations,  related  State  office 
activities,  and  the  development  of  oper¬ 
ating  relationships  with  other  agencies 
engaged  in  placement  activities;  (ii)  the 
Occupational  Analysis  Program,  which 
includes  the  collection  and  preparation  of 
occupational  source  data  in  maintaining 
the  Dictionary  of  Occupational  Titles 
and  republishing  as  necessary  and  in 
preparing  job  descriptions  and  other  job 
information  materials  for  use  in  facili¬ 
tating  local  office  operations;  (iii)  the 
Staff  Development  Program,  which  is 
concerned  with  the  development  of  pro¬ 
grams  and  materials  for  in-service  train¬ 
ing  of  the  national  and  regional  offices, 
as  well  as  the  37,000  State  and  local 
office  employees. 

(2)  Division  of  Counseling,  Selective 
Placement  and  Testing.  The  Division 
of  Counseling,  Selective  Placement  and 
Testing  is  headed  by  a  chief.  It  has  the 
following  functions:  Development  and 


maintenance  of  policies,  standards, 
methods,  procedures,  and  technical  aids 
to  assist  State  employment  services  in 
their  counseling  and  selective  placement 
programs  for  veterans,  youth  entering 
the  labor  market,  physically  handi¬ 
capped,  aging  w’orkers,  and  other  groups 
requiring  vocational  adjustment;  pro¬ 
vision  of  assistance  in  training  State 
counseling  staff  in  use  of  specialized 
techniques;  working  with  other  govern¬ 
mental,  private  and  professional  organi¬ 
zations  and  agencies  offering  related 
services  to  the  groups  mentioned  above; 
development  and  analysis  of  occupa¬ 
tional  testing  techniques  and  mate¬ 
rials;  coordinating  the  collection  and 
analysis  of  data  by  State  agencies  for 
use  in  developing  national  test  batteries 
and  forms;  evaluation  of  testing  pro¬ 
gram  in  the  field;  provision  of  consulta¬ 
tive  services  to  representatives  of 
industry  and  Government  agencies  in 
the  use  of  tests  and  other  counseling 
and  selective  placement  techniques. 

(3)  Division  of  Industrial  Services. 
The  Division  of  Industrial  Services  is 
headed  by  a  Chief  and  carries  out  the 
Bureau’s  responsibilities  in  the  over-all 
manpower  use  and  productivity  program 
of  the  Government,  including  tjie  de¬ 
velopment  of  techniques  and  methods  of 
assisting  employers  through  the  applica¬ 
tion  and  use  of  employment  service  tools 
and  techniques  to  obtain  maximum  use 
of  manpower  in  defense-connected  ac¬ 
tivities  and  participation  in  depart¬ 
mental  and  intergovernmental  commit¬ 
tees  dealing  w’ith  the  over-all  problem. 

(4)  Division  of  Employer  Relations. 
The  Division  of  Employer  Relations  is 
headed  by  a  Chief  and  is  responsible  for 
the  development  of  programs,  recom¬ 
mending  policies,  standards,  operating 
methods  and  procedures  for  use  by  State 
and  local  offices,  and  for  providing  assist¬ 
ance  to  State  agencies  in  cooperation 
with  the  regional  offices,  in  tw’O  basic 
program  areas:  (i)  The  Employer  Pio- 
gram,  which  is  concerned  with  the  de¬ 
velopment  of  planned  employer  contact 
programs  for  local  offices  and  encourag¬ 
ing  full  use  of  local  office  resources  in 
contacting  the  major  market  (services 
and  facilities) ;  (ii)  the  Labor  Clear¬ 
ance  Program,  which  is  concerned  with 
the  maintenance  of  a  nation-wide  sys¬ 
tem  for  clearing  labor  between  the  sev¬ 
eral  States.  In  addition,  the  Division 
is  responsible  for  the  Industry  Relations 
Program  which  is  concerned  with:  (a) 
The  development  of  effective  working 
relations  with  major  employer  associa¬ 
tions  and  employers  having  interstate 
coverage,  labor  organizations.  Govern¬ 
ment  agencies,  and  related  groups  to 
acquaint  such  organizations  and  em¬ 
ployers  with  the  resources  and  facilities 
available  through  the  Public  Employ¬ 
ment  Service,  (b)  the  development  of 
comprehensive  programs  with  these 
groups  so  as  to  increase  the  effectiveness 
of  the  types  of  services  available  in  va¬ 
rious  communities,  (c)  gaining  the  un¬ 
derstanding  and  support  of  industry 
groups  of  defense  manpower  policies  and 
Employment  Service  programs,  (d)  keep¬ 
ing  the  Bureau  informed  of  industry 
problems  which  have  a  bearing  on  man¬ 
power  needs,  and  (e)  expanding  operat¬ 
ing  relations  with  the  various  Govern- 
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ment  agencies  concerned  with  manpower 
problems  in  the  defense  effort. 

(5)  Division  of  Organization  and 
Management.  The  Division  of  Organi¬ 
zation  and  Management  is  headed  by  a 
Chief,  and  is  responsible  for  the  develop¬ 
ment  of  programs,  recommended  poli¬ 
cies,  standards,  operating  methods  and 
procedures  for  use  by  State  and  local 
offices  and  for  providing  assistance  to 
State  agencies  in  cooperation  with  the 
regional  offices  for  the  improvement  of 
organization,  management,  and  field 
supervision  of  local  offices  of  the  several 
State  employment  security  agencies. 

(6)  The  Minority  Groups  Consultant 
is  attached  to  the  Office  of  the  Assistant 
Director  for  Employment  Service  and  is 
responsible  for  the  development  of  pro¬ 
cedures,  recommended  policies,  and 
technical  aids  to  assist  State  employ¬ 
ment  services  in  maximizing  employ¬ 
ment  opportunities  for  members  of 
minority  groups;  promoting  the  prin¬ 
ciple  of  worker  selection  on  the  basis  of 
occupational  qualifications ;  represent¬ 
ing  the  United  States  Employment 
Service  with  organizations  concerned 
with  the  employment  problems  of  mem¬ 
bers  of  minority  groups. 

3.  Divisions  Directly  Responsible  to 
Director.  There  are  five  divisions  di¬ 
rectly  responsible  to  the  Director  of  the 
Bureau. 

(a)  Division  of  State  Financing.  The 
Division  of  State  Financing  is  headed 
by  a  Chief,  and  has  the  following  func¬ 
tions;  Development  of  principles  and 
procedures  with  respect  to  expenditures 
of  funds  by  State  agencies  for  adminis¬ 
trative  purposes  and  assistance  to  States 
in  applying  such  principles  and  pro¬ 
cedures:  in  collaboration  with  the  pro¬ 
gram  divisions  of  the  Bureau,  the 
preparation  of  recommendations  with 
respect  to  funds  needed  for  administra¬ 
tion  of  State  employment  security  pro¬ 
grams;  development  and  application  of 
principles  and  procedures  for  State  merit 
systems;  assistance  to  State  agencies  in 
developing  and  maintaining  personal 
services  functional  time  distribution 
systems;  appraisal  of  State  agency  ad¬ 
ministration  of  the  fiscal,  business  man¬ 
agement  and  personnel  aspects  of  their 
programs  from  the  standpoint  of  eligi¬ 
bility  for  grants. 

(b)  Division  of  Field  Service.  The 
Division  of  Field  Service  consists  of  four 
field  representatives,  each  of  whom  has 
been  assigned  a  specific  geographic  terri¬ 
tory.  Under  the  direction  of  the'Deputy 
Director  of  the  Bureau,  these  field  repre¬ 
sentatives  operate  in  a  liaison  and  co¬ 
ordinating  capacity  between  field  offices 
and  the  various  divisions  of  the  head¬ 
quarters  office.  In  carrying  out  this 
function,  their  work  consists  chiefly  of 
rendering  assistance  in  planning,  review¬ 
ing,  evaluating  and  coordinating  all 
phases  of  the  Bureau  operations  and 
programs. 

(c)  Division  of  Reports  and  Analysis. 
The  Division  of  Reports  and  Analysis  is 
headed  by  a  Chief,  and  has  the  follow¬ 
ing  functions;  Provision  of  economic 
advisory  services  to  Bureau  and  tech¬ 
nical  services  to  State  agencies  on  re¬ 
porting  methods  and  programs,  and 
analysis  of  economic,  statistical,  and 
operating  data;  in  cooperation  with  pro¬ 


gram  services,  development  and  main¬ 
tenance  of  a  Nation-wide  statistical  re¬ 
porting  system  covering  both  unemploy¬ 
ment  insurance  and  employment  service 
programs;  preparation  of  labor  market 
studies  and  collection,  analysis,  and  dis¬ 
semination  of  area,  industry,  and  occu¬ 
pational  labor  market  information; 
preparation  of  analyses  and  provision  of 
labor  market  data  required  by  other 
agencies  whose  programs  involve  man¬ 
power  considerations;  compilation  and 
analysis  of  activity  reports  and  related 
administrative  statistics  to  assist  in 
evaluating  and  improving  programs  and 
operating  methods;  within  established 
policy,  development  of  plans,  editorial 
work,  and  issuance  of  technical  publi¬ 
cations;  representation  for  the  Bureau 
on  interagency  matters  involving  statis¬ 
tical  reporting  and  labor  market 
analyses. 

(d)  Division  of  Business  Management. 
The  Division  of  Business  Management 
is  headed  by  a  Chief,  and  has  the  follow¬ 
ing  functions:  Development  of  budget 
estimates  and  documents;  allocation  of 
funds  and  position  ceilings;  maintenance 
of  accounting  control  of  funds;  prepara¬ 
tion  and  auditing  of  payrolls;  auditing 
and  certification  of  vouchers  for  Bureau 
operations;  maintenance  of  Bureau  files 
and  communications;  provision  of  ad¬ 
ministrative  and  management  services: 
auditing  of  all  State  expenditures  of 
granted  funds;  maintaining  Bureau  of 
liaison  with  the  Department  of  Labor 
Office  of  Personnel. 

(e)  Farm  Placement  Service.  The 
Farm  Placement  Service  is  headed  by 


Delegations  of  final  authority.  By 
delegation  from  the  Secretary  of  Labor 
the  Director  of  the  Bureau  of  Employ¬ 
ment  Security  has  the  following  au¬ 
thorities  in  relation  to  employment 
security; 

(a)  Subject  to  applicable  General 
Orders  and  Secretary’s  Instructions  re¬ 
lating  to  personnel  and  business  man¬ 
agement,  to  serve  as  the  administrative 
head  of  the  Bureau  of  Employment  Se¬ 
curity  in  the  administration  of  the 
provisions  of  the  Wagner-Peyser  Act  of 
June  6,  1933,  as  amended  (48  Stat.  113, 
42  U.  S.  C.  1901-1918),  the  Social  Secu¬ 
rity  Act,  as  amended  (49  Stat.  626,  42 
U.  S.  C.  501-503) ,  the  Federal  Unemploy¬ 
ment  Tax  Act  as  amended  (53  Stat.  183, 
26  U.  S.  C.  1600-1611),  the  Railroad  Un¬ 
employment  Insurance  Act  as  amended 


a  Chief.  It  has  the  following  respon¬ 
sibilities:  Maintaining  through  the  State 
employment  services  a  Farm  Placement 
Service;  providing  technical  assistance 
to  State  employment  services  in  develop¬ 
ing  and  maintaining  programs  for  re- 
cruitment  and  movement  of  workers  in 
agriculture  and  related  industries;  main¬ 
taining  current  analyses  of  State  farm 
placement  operating  summaries  and  crop 
progress  reports  in  order  to  determine 
areas  of  labor  shortage  and  surplus,  the 
status  of  farm  labor  requirements  and 
the  volume  and  direction  of  migratory 
labor  movement;  coordination  of  inter¬ 
state  movements  of  farm  workers  be¬ 
tween  areas  of  labor  supply  and  demand; 
establishing  and  operating  farm  labor 
information  stations  for  progressive  di¬ 
rection  of  free  moving  labor  toward  areas 
of  urgent  demand  correlative  with  the 
maturing  of  crops. 

4.  Field  Organization.  Each  regional 
office  of  the  Department  of  Labor  in¬ 
cludes  a  Regional  Director  for  the  Bu¬ 
reau  of  Employment  Security.  The 
Regional  Director  for  the  Bureau  of  Em¬ 
ployment  Security  represents  the  Bureau 
on  all  matters  involved  in  the  Federal- 
State  employment  security  relationship; 
assists  State  agencies  in  meeting  Federal 
requirements,  in  establishing  procedures 
and  in  other  problems  related  to  the  pro¬ 
gram;  reviews  and  appraises  State 
agency  budget  requests  and  makes  rec¬ 
ommendations  regarding  amounts  need¬ 
ed  for  State  administration;  and  reports 
on  State  administration  and  programs. 

The  regional  offices  of  the  Bureau  of 
Employment  Security  are  as  follows: 


(52  Stat.  1094,  45  U.  S.  C.  351-367),  and 
Title  V  of  the  Servicemen’s  Readjust¬ 
ment  Act  as  amended  (58  Stat.  284,  38 
U.  S.  C.  695-695f). 

(b)  In  relation  to  grants  to  States  for 
the  administration  of  the  employment 
security  program:  (1)  To  determine 
purposes  and  amounts  necessary,  includ¬ 
ing  with  respect  to  expenditure  of 
granted  funds  the  issuance  of  fiscal 
standards  and  the  determination  as  to 
whether  such  funds  have  been  properly 
expended;  (2)  to  certify  such  amounts 
to  the  Secretary  of  the  Treasury  for  pay¬ 
ment  to  the  States  (or  under  certain 
conditions  for  payment  into  the  Rail¬ 
road  Unemployment  Insurance  Ac¬ 
count)  ;  (3)  to  approve  State  plans  for 
operation  of  public  employment  offices, 
except  as  final  authority  may  be  dele- 


Location 


Easton,  M.asis . 

New  York,  X.  Y _ 

I’hiladdphia,  Pa.... 

Eichmond,  Va . 

Atlanta,  Ga _ 

Cleveland,  Ohio . 

Chieafo,  111 . 

Minneapolis,  Minn.. 

Kansas  City,  Mo... 

Dallas,  Tex . 

Denver,  Colo . 

Ban  Francisco,  Calif. 


Address 


18  Oliver  St.,  Boston  10,  Mass . 

Room  2441, 11  West  42d  St.,  New  York  IS,  N.  Y.. 
60*1  Lafayette  Bldg.,  5th  and  Chc-stnut  Sts., 
Philadelphia,  Pa. 

101-105  South  5th  St.,  Richmond,  Va _ 


Room  653  50  7th  St  NE.,  Atlanta  .5,  Ga . 

Room  22.5,  Ferguson  Bldg.,  1783  East  11th 
St.,  Cleveland  14,  Ohio. 

Roo/ii  400,  226  West  Jackson  Blvd.,  Chicago 
6,  111. 

Room  803.  Pence  Bldg.,  730  Hennepin  Ave., 
Minneapolis.  Minn. 

Room  1009,  Fidelity  Bldg.,  Kansas  City  6, 
M  o. 

Suite  1,  Mezr.anine  Commercial  Bldg.,  1100 
Main  St.,  Dallas  2,  Tex. 

438  Equitalilc  Bldg.,  730  17th  St.,  Denver  2, 
Colo. 

Room  .568,  Federal  Ollice  Bldg.,  Civic  Cen¬ 
ter,  San  Francisco  2,  Calif. 


Area  served 


Connecticut,  Maine,  Massachusetts,  V<r- 
inont.  New  Hampshire,  Rhode  Idax.U. 

New  York,  New  Jersey,  Puerto  Rico. 

Pennsylvania,  Delaware. 

District  of  Columbia,  Maryland,  North 
Carolina,  Virginia,  West  Virginia. 

Alabama,  b'lorida,  Georgia,  ^lississippi, 
.'^outh  Carolina,  Tcnni-ssee. 

Kentucky,  Michigan,  Ohio. 

Illinois,  Indiana,  Wisconsin. 

Minne.sot.a,  Montana,  North  Dakota, 
South  Dakota. 

Kansas,  Missouri,  Iowa,  Nebraska. 

Arkansas,  Oklahoma,  Louisiana,  Tex.as. 

Colorado,  New  Mexico,  Utah,  Wyoming. 

Arizona,  California,  Nevada,  Oregon, 
Idaho,  Washington,  Alaska,  Hawaii. 
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gated  by  the  Director  to  the  Regional 
Directors  for  the  Bureau  of  Employment 
security  to  approve  such  plans  with 
respect  to  classification  and  compensa¬ 
tion  plans,  salary  and  leave  regulations, 
travel  regulations,  and  procurement 
regulations:  Provided,  however.  That 
questions  of  conformity  with  Federal  re¬ 
quirements  raised  by  such  plans  shall  be 
determined  by  the  Secretary  of  Labor 
and  the  Director  shall  approve  or  with¬ 
hold  approval  in  accordance  with  such 
determination:  and  (4)  to  enter  into 
agreements  with  the  Postmaster  General 
concerning  the  transmission  of  official 
mail  matter  by  State  agencies. 

(c)  In  the  administration  of  the  Vet¬ 
erans’  Readjustment  Allowance  pro¬ 
gram:  To  certify  to  the  Secretary  of 
the  Treasury  for  payment  to  the  State 
amounts  for  administration  as  certified 
by  the  Veterans’  Administration. 

(d)  To  make  policy  recommendations 
to  the  States  with  respect  to  the  unem¬ 
ployment  insurance  program. 

(e)  To  establish  standards  of  effi¬ 
ciency  with  respect  to  the  operation  of 
State  public  employment  offices. 

(f)  In  relation  to  reconvei'sion  unem¬ 
ployment  benefits  for  seamen,  to  deter¬ 
mine  the  amounts  to  be  granted  to  the 
States. 

(g)  To  issue  standards  for  a  merit 
system  of  personnel  administration  in 
the  States. 

5.  Information  to  public.  Informa¬ 
tion  concerning  employment  security, 
including  the  Federal-State  system  of 
unemployment  insurance  and  public  em¬ 
ployment  offices,  may  be  obtained  by  re¬ 
quest  in  person  or  by  letter  at  any  of  the 
regional  offices  or  at  the  central  offices 
of  the  Bureau  of  Employment  Security, 
Department  of  Labor,  Washington,  D.  C. 

6.  Public  inspection  of  final  opinions, 
orders,  and  lules.  All  final  opinions  or 
orders  in  the  adjudication  of  cases  and 
all  rules  relating  to  employment  secur¬ 
ity  are  available  for  public  inspection, 
except  that  the  Secretary  of  Labor  may 
hold  any  such  opinions,  or  orders  or 
parts  thereof  confidential  for  good  cause. 
Opinions  and  orders  not  held  confiden¬ 
tial  (or  copies  thereof)  and  all  rules  may 
be  inspected  at  any  of  the  regional  offices 
or  at  the  central  office  of  the  Bureau  of 
Employment  Security,  Department  of 
Labor,  located  at  Washington,  D.  C.  Re¬ 
quests  to  inspect  at  the  central  office 
must  be  submitted  to  the  Director  of  the 
Bureau  of  Employment  Security. 

7.  Availability  of  official  records.  The 
record  of  any  hearings  held  by  the  Secre¬ 
tary  of  Labor,  including  transcripts  of 
testimony,  exhibits  and  all  documents 
received  in  evidence  or  made  part  of  the 
record  of  such  hearing,  are  official 
records. 

Official  records  are  made  available  for 
inspection  to  persons  properly  and  di¬ 
rectly  concerned  upon  written  applica¬ 
tion  to  the  Secretary  of  Labor,  except 
that  upon  good  cause  found  by  the  Sec¬ 
retary  such  records  or  parts  thereof  may 
be  held  confidential.  Notice  of  denial 
of  a  request  to  inspect  official  records  will 
be  given  promptly  together  with  a  state¬ 
ment  of  the  reason  for  denial. 

Veterans'  Employment  Service.  The 
Veterans’  employment  Service  is  headed 


by  a  Chief.  It  assists  in  maintaining 
job  counseling  and  employment  place¬ 
ment  services  for  veterans;  interprets 
and  carries  out  the  policies  of  the  Sec¬ 
retary  of  Labor  with  respect  to  veterans' 
placement;  and  supervises  the  carrying 
out  of  the  functions  assigned  to  the  Vet¬ 
erans’  employment  Representatives  in 
the  States.  Such  supervision  includes 
functional  responsibility  for  the  super¬ 
vision  of  the  registration  and  placement 
of  veterans,  assisting  in  securing  and 


Bureau  of  Labor  Standards.  The  Bu¬ 
reau  of  Labor  Standards,  under  the  gen¬ 
eral  supervision  and  direction  of  the 
Secretary  of  Labor,  is  composed  of  7  divi¬ 
sions.  The  functions  of  the  divisions 
are  as  Tollows: 

Industrial  Safety  Standards.  The  Bu¬ 
reau  assists  in  developing  and  promoting 
standards  of  industrial  safety  and  health, 
and  providing  technical  advice  and  serv¬ 
ice  in  that  field  to  State  labor  de¬ 
partments,  labor  unions,  and  trade 
associations.  It  serves  as  headquarters 
and  secretariat  for  the  Federal  Safety 
Council.  It  provides  direct  consultative 
safety  service  to  employers  and  workers 
subject  to  the  Federal  Longshoremen’s 
and  Harborworkers’  Compensation  Act. 
The  Bureau  develops  standards  for  haz¬ 
ardous  occupations  orders  issued  by  the 
Secretary  of  Labor  under  the  child-labor 
provisions  of  the  Fair  Labor  Standards 
Act.  Upon  request,  it  assists  in  the 
preparation  of  State  industrial  safety 
codes;  trains  State  safety  personnel; 
publishes  technical  safety  bulletins,  and 
safety  training  material.  Also  on  re¬ 
quest,  the  Bureau  cooperates  with  State 
labor  departments  in  developirig  and  pro¬ 
moting  State-wide  accident-prevention 
programs  of  .  a  continuing  nature,  on 
either  a  general  or  a  selected  industry 
basis  as  determined  by  the  States. 

Division  of  Legislative  Standards  and 
State  Services  develops  standards  of  good 
labor  legislation  and  administrative 
practice,  analyzes  pending  State  labor 
legislation,  prepares  summaries  of  State 
and  Federal  labor  laws  for  the  use  of 
Government  agencies,  industry  and 
labor,  and  provides  upon  request,  tech¬ 
nical  assistance  to  State  labor  depart¬ 
ments  in  adopting  approved  standards 
for  individual  State  use.  The  division 
services  cooperative  agreements  with  the 
States  in  such  fields  as  wage  and  hour, 
safety  and  health,  industrial  homework 
apd  child-labor  inspections,  and  the  ac¬ 
ceptance  by  States  of  the  standards  of 
the  conventions  and  recommendations 
of  the  International  Labor  Organizatioh. 

Division  of  Child  Labor  and  Youth 
Employment  conducts  research  and 


maintaining  current  information  as  to 
types  of  available  employment,  prompt¬ 
ing  employers’  interest  in  employing  vet¬ 
erans,  maintaining  contact  with  employ¬ 
ers  and  veterans’  organizations  to  keep 
employers  advised  of  veterans  available 
for  employment  and  veterans  advised  of 
employment  opportunities  and  improv¬ 
ing  working  conditions  and  the  advance¬ 
ment  of  employment  of  veterans. 

The  regional  offices  of  the  Veterans’ 
Employment  Service  are  as  follows: 


serves  as  a  center  of  information  and 
advisory  services  on  conditions  and  pro¬ 
grams  in  a  broad  field  of  child  labor  and 
youth  employment.  It  develops  stand¬ 
ards  for  child-labor  regulations  under 
the  Fair  Labor  Standards  Act  and  gives 
advisory  service  to  States  on  issuance  of 
age  certificates  accepted  under  section 
3  (1)  of  the  act. 

Division  for  the  Physically  Handi~ 
capped  provides  facilities  and  services  to 
the  President’s  Committee  on  National 
Employ  the  Physically  Handicapped 
Week  and  promotes  public  support  for 
the  employment  of  physically  handi¬ 
capped  workers. 

Division  of  Reports  and  Public  Service 
develops  and  serves  national,  regional 
and  State  conferences  essential  to  the 
working  out  of  problems  of  cooperation 
between  Federal  and  State  agencies  and 
the  activities  of  the  Bureau  and  has  re¬ 
sponsibility  for  staffing  and  servicing  the 
President’s  Conference  on  Industrial 
Safety.  The  division  edits  and  distrib¬ 
utes  Bureau  publications  and  prepares 
exhibits  and  other  visual  aids  on  all 
phases  of  the  Bureau’s  program. 

Divisioii  of  International  Cooperation 
operates  technical  assistance  programs 
in  the  field  of  labor  standards  financed 
by  the  Department  of  State,  including 
training  programs  for  representatives 
from  foreign  governments  and  sending 
expert  consultants  to  other  countries. 

Division  of  Union  Registration  exer¬ 
cises  the  authority  and  performs  the 
functions  conferred  upon  the  Secretary 
of  Labor  by  sections  9  (f)  and  (g)  Title 
I,  Labor  Management  Relations  Act,  1947 
(61  Stat.  136;  29  U.  S.  C.  141)  regarding 
the  filing  of  organizational  and  financial 
informations  by  unions. 

In  addition,  the  Bureau  participates 
In  the  manpower  work  of  the  Depart¬ 
ment.  It  participates  in  interdepart¬ 
mental  programs  of  cooperation  with 
other  countries  for  the  raising  of  labor 
standards  and  the  improvement  of  gen¬ 
eral  working  conditions. 

National  Organization.  The  Bureau 
Is  administered  by  a  director  and  an 
associate  director.  It  has  no  field  or¬ 
ganization. 


Regional  OiTice 


Address 


Area  served 


Springfield,  Mass . 

Baltimore,  Md _ 

rolunibus,  Ohio . 

Jackson,  Mi.ss . 

Jefferson  City,  Mo . 

Reno,  N'ev _ 


Rooms  407-408,  175  State  St.,  Spring- 
field,  Mass. 

Room  919  Butler  Bldg.,  Baltimore  1, 
Md. 

427  Cleveland  Ave.,  Columbus  10, 
Ohio. 

319  North  President  St.,  P.  O.  Box 
1287,  Jackson,  Miss. 

Room  300,  Post  Olliee  Bldg.,  P.  O. 
Box  80,  Jetlerson  City,  Mo. 

Room  15,  Ilughes-Porter  Bldg.,  2.32 
West  1st  St.,  P.  O.  Box  1780,  Reno, 
Nev. 


Connecticut,  Maine.  Ma.s.saehusetts,  Vermont, 
New  Hampshire,  Rhotie  Island,  New  York 

Delaware,  New  Jersey,  Pennsylvania,  District, 
of  (^olumbia,  Maryland,  Virginia,  West 
Virginia,  North  Carolina. 

Kentucky,  Michigan,  Ohio,  Rlinois,  Indiana, 
Wisconsin 

Alabama,  Florida,  Mississippi,  South  C.arolina, 
Tennessee,  Louisiana,  New  Mexico,  Texas 

Iowa,  Mis.souri,  Minne.sota,  Nehniska,  North 
Dakota,  South  Dakota,  Arkansas,  Kansas, 
Oklahoma 

Colorado,  Idaho,  Montana,  T'tah,  Wyoming, 
Arizona,  California,  Nevada,  Oregon,  Washing¬ 
ton 


8154 


MCTICCS 


Information  and  requests.  All  re¬ 
quests  concerning  the  services,  publica¬ 
tions  and  exhibits  of  the  Bureau  should 
be  addressed  to  the  Director,  Bureau  of 
Labor  Standards,  United  States  Depart¬ 
ment  of  Labor,  Washington  25,  D.  C. 

Bureau  of  Labor  Statistics.  The  Bu¬ 
reau  of  Labor  Statistics  is  the  Govern¬ 
ment's  principal  fact-finding  agency  in 
the  field  of  labor  economics,  particularly 
with  respect  to  the  collection  and 
analysis  of  data  on  employment  and 
manpower  developments,  wages,  pro¬ 
ductivity,  Industrial  relations  and  acci¬ 
dents,  price  trends,  and  costs  and 
standards  of  living. 

Under  the  general  direction  and  con¬ 
trol  of  the  Secretary  of  Labor,  and 
headed  by  the  Commissioner  of  Labor 
Statistics,  it  collects  and  publishes  in¬ 
formation  in  periodic  reports  and  in  the 
Monthly  Labor  Review  (25  Stat.  182, 
23  Stat.  805,  31  Stat.  155,  37  Stat.  737. 
f4  Stat.  249;  29  U.  S.  C.  1).  The  Bureau 
is  authorized,  under  regulations  pre¬ 
scribed  by  the  Secretary  of  I  abor,  to 
make  statistical  studies  on  written  re¬ 
quest  and  payment  of  the  cost  thereof 
by  the  person  requesting  such  services 
(48  Stat.  582;  29  U.  S.  C.  9). 

National  Orqanization.  The  Com¬ 
missioner  of  LalDor  Statistics  is  rc.spon- 
sible  for  the  pblicies  and  the  adminis¬ 
tration  of  the  Bureau.  He  is  assisted 
by  the  Deputy  Commissioner  and  three 
Assistant  Commissioners. 

The  Bureau’s  principal  functions  are 
allocated  among  the  following  divisions. 
Their  functions  are  as  follows: 

The  Division  of  Prices  and  Cost  of 
Livinq  conducts  research  in  matters  re¬ 
lating  to  prices  of  consumers’  and  in¬ 
dustrial  goods  and  services  and  rents, 
maintains  the  various  price  indexes  is¬ 
sued  by  the  Bureau  and  prepares  special 
studies  of  family  budgets,  income,  and 
consumption  and  expenditure  habits. 
The  staff  renders  technical  assistance  to 
State  and  local  governments  in  matters 
relative  to  prices  and  costs  of  living 
and  provides  special  price  analyses  for 
agencies  of  the  Federal  Government. 

The  Division  of  Manpower  and  Em~ 
ployment  Statistics,  in  cooperation  with 
State  agencies,  collects  statistics  on  non- 
agricultural  employment,  payrolls,  hours, 
and  earnings,  by  industry,  for  the  United 
States,  States  and  major  metropolitan 
areas,  and  labor  turnover  data  for  se¬ 
lected  industries  on  a  Nation-wide  basis. 
It  appraises  the  long-range  employment 
outlook  for  workers  in  major  industries 
and  occupations;  it  studies  the  changing 
size  and  composition  of  the  labor  force 
and  provides  information  on  current  and 
expected  supply  and  demand  for  work¬ 
ers,  especially  in  relation  to  requirements 
un(ier  conditions  of  national  emergency. 

The  Division  of  Productivity  and  Tech- 
nological  Developments  compiles  annual 
indexes  of  productivity  in  a  wide  variety 
of  industries  and  prepares  reports  con¬ 
taining  detailed  statistics  on  trends  of 
direct  and  indirect  labor,  and  informa¬ 
tion  on  the  effect  of  labor,  technological, 
and  production  factors  on  man-hour  re¬ 
quirements  and  production  of  selected 
goods. 

The  Division  of  Industrial  Relations 
publishes  monthly  and  annual  statistics 


on  work  stoppages,  maintains  a  current 
file  of  collective  bargaining  agreements, 
and  conducts  research  on  matters  rela¬ 
tive  to  employer-employee  relations,  in¬ 
dustrial  disputes,  contract  provisions, 
union  organization  and  membership, 
and  similar  matters. 

The  Division  of  Wage  Statistics  con¬ 
ducts  surveys  of  occupational  wage  rates 
and  supplementary  wage  practices  by 
industry  and  locality,  and  of  salaries  and 
working  conditions  of  selected  profes¬ 
sional  workers,  makes  annual  surveys  of 
union  wage  scales  in  five  selected  in¬ 
dustries,  constructs  indexes  measuring 
long-term  wage  movements,  collects  in¬ 
formation  on  current  wage  develop¬ 
ments,  and  performs  related  wage  re¬ 
search. 

The  Division  of  Construction  Statistics 
estimates  the  number  of  new  housing 
units  started  nationally  and  in  certain 
local  areas  and  makes  special  studies  of 
housing  characteristics,  costs  and  selling 
prices.  It  issues  figures  on  expenditures 
for  new  construction  (in  cooperation 
with  the  Department  of  Commerce),  the 
value  of  Federal  contract  awards,  total 
amount  of  urban  building  authorized  by 
class  of  construction  and  dealer-to-con- 
’  tractor  prices  of  building  materials. 
r:timates  are  also  made  on  labor  re¬ 
quirements  for  various  types  of  con¬ 
struction. 


The  Division  of  Interindustry  Eco¬ 
nomics  prepares  information  on  the  sales 
and  purchases  of  products  and  services 
between  various  industry  groups,  and 
between  them  and  other  segments  of 
the  economy  for  use  in  estimating  direct 
and  indirect  consequences  of  major  eco¬ 
nomic  changes ;  makes  studies  of  require¬ 
ments  for  manpower,  industrial-  and 
agricultural  resources,  and  productive 
plant  at  various  levels  of  the  economy. 

The  Division  of  Foreign  Labor  Condi¬ 
tions  analyzes  available  data  on  labor 
conditions  in  other  countries  and  assists 
the  Department  in  its  participation  in 
work  of  international  organizations  in 
the  Foreign  labor  field;  it  conducts  the 
Bureau’s  program  for  the  exchange  of 
statistical  specialists  and  for  technical 
Instruction  and  assistance  to  statisticians 
of  other  countries  in  the  methods  and 
techniques  used  by  the  Bureau. 

The  Branch  of  Industrial  Hazards  pre¬ 
pares  statistics  on  w’ork  injuries  and  lest 
time  due  to  accidents;  does  research  on 
the  causes  of  industrial  accidents. 

The  Office  of  Labor  Economics  con¬ 
ducts  special  research  in  matters  relat¬ 
ing  to  broad  problems  of  concern  to 
American  labor  which  does  not  fall 
within  the  scope  of  the  individual 
divisions. 

Field  organization.  The  regional  of¬ 
fices  of  the  Bureau  of  Labor  Statistics 
are  as  follows: 


Location 

Address 

Area  served 

Poston,  Mas.s . . 

2ril  Franklyn  St.,  Boston  10,  Xtass _ 

Connecticut,  Maine,  Mas-sachuseits,  Now 
Hampshire,  Rhode  Island,  Vermont. 

New  York.  N.  V  . . 

Ifoo  Pnreel  Post  Pldtr.,  341  Wh  Avc., 
New  York  1,  X.  Y. 

Delaware,  District  of  Columbia,  Maryland, 
New  Jersey,  New  York,  Pennsylvania. 

Atlanta,  (.a . 

50  7th  St.  XE.,  Boom  0»i4,  Atlanta  5, 
Ga. 

Alabama,  .Arkansas,  Florida,  Georgia,  Louisiana, 
Missi.ssipi)i.  North  Carolina,  Oklahoma, 
South  Carolina,  Tenne.ssee,  Texas,  Virginia. 

C  hicapo.  111 . 

312  National  )\ar  .^pcncies  Bldcr.,  220 
West  Jackson  lilvd.,  Chicago  6,  Ill. 

Illinois,  Indiana,  Iowa,  Kansas,  Kentucky, 
Michigan,  Minnesota,  Missouri,  Xebra'kii, 
North  Dakota,  Ohio,  South  Dakota,  West 
Vireinia,  Wisconsin. 

Fan  Francisco,  Calif . 

1074  Federal  OtPee  Bldg.,  70  Market 
St..  San  Francisco  2,  Calif. 

Arizona,  California.  Colorado,  Idaho,  Montana, 
Xevada.  New  Mexico,  Oregon,  Utah,  Wash¬ 
ington,  Wyoming. 

Information  end  requests.  Requests 
for  general  information  concerning  the 
work  of  the  Bureau  and  its  publications 
should  be  addressed  to  the  Commis¬ 
sioner  of  Labor  Statistics,  United  States 
Department  of  Labor,  Washington  25, 
D.  C.  Requests  for  technical  assistance 
of  the  Bureau  in  conducting  special 
studies  to  be  paid  for  by  the  party  re¬ 
questing  the  assistance  should  be  ad¬ 
dressed  to  the  Secretary  of  Labor  or  the 
Commissioner  of  Labor  Statistics,  United 
States  Department  of  Labor,  Washing¬ 
ton  25,  D.  C,  No  special  form  is  required. 

Bureau  of  Veterans'  Reemployment 
Rights — Organization.  The  Bureau  of 
Veterans’  Reemployment  Rights  was 
created  by  the  Secretary  of  Labor  pursu¬ 
ant  to  authority  under  the  act  of  March 
31,  1947  (61  Stat.  31;  50  U.  S.  C.  Aop. 
321,  Supp.  Ill) .  The  responsibility  of  the 
Bureau  was  continued  in  the  Selective 
Service  Act  of  1948,  as  amended  (62  Stat. 
604;  50  U.  S.  C.  App.  451,  Supp.  III). 
The  Director  of  the  Bureau  of  Veterans’ 
Reemployment  Rights,  subject  to  the 
general  direction  and  supervision  of  the 
Secretary  of  Labor  is  responsible  for  the 
administration  of  the  Bureau  and  its 
functions.  He  Is  aided  by  an  Assistant 
Director  and  a  Liaison  Officer,  who  is 


responsible  for  supervision  of  the  Bu¬ 
reau’s  field  offices. 

Functions.  The  Bureau  has  the  re¬ 
sponsibility  of  rendering  assistance  in 
connection  with  the  exercise  of  their 
reemployment  rights  by  ex-servicemen 
as  provided  by  section  8  of  the  Selective 
Training  and  Service  Act  of  1940,  as 
amended  (54  Stat.  890;  50  U.  S.  C.  App. 
308) ,  and  related  reemployment  statutes, 
and  section  9  of  the  Selective  Service  Act 
of  1948.  The  Bureau  also  participates  in 
the  manpower  work  of  the  Department. 

Field  organization  and  operations. 
The  field  organization  of  the  Bureau  con¬ 
sists  of  local  and  State  volunteer  reem¬ 
ployment  rights  committeemen,  who 
have  been  designated  by  the  Secretary 
of  Labor  and  serve  without  pay,  and  field 
representatives  of  the  Bureau.  The  field 
organization  is  augmented  by  local  offices 
of  the  State  Employment  Services,  which 
provide  information  and  referral  service. 

The  initial  point  of  contact  for  ex- 
servicemen,  employers,  labor  and  veteran 
organizations  and  others  interested  in 
the  reemployment  rights  of  ex-service¬ 
men  is  the  local  State  Employment  Serv¬ 
ice  Office  or  the  nearest  field  office.  The 
local  employment  service  office  may  refer 
the  inquiring  person  to  the  volunteer  re- 
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employment  rights  committeeman  in  the 
locality.  The  committeeman,  under  the 
supervision  of  the  Bureau’s  field  repre¬ 
sentative,  seeks  to  negotiate  controversies 
to  a  voluntary  settlement;  if  he  fails,  the 
matter  is  referred  to  the  nearest  field 
representative,  who,  with  his  wide  ex¬ 
perience  and  fortified  with  the  legal 
assistance  of  the  Solicitor  of  Labor,  con¬ 
tinues  the  negotiations  for  amicable  set¬ 
tlement. 


Information  and  requests.  Requests 
for  general  information  concerning  the 
statutes  administered  by  the  Bureau 
should  be  addressed  to  the  Director, 
Bureau  of  Veterans’  Reemployment 
Rights,  United  States  Department  of 
Labor,  Washington  25,  D.  C.,  or  to  the 
nearest  field  office. 

Women’s  Bureau.  The  Women’s  Bu¬ 
reau.  under  the  general  direction  and 
supervision  of  the  Secretary  of  Labor, 
formulates  standards  and  policies  which 
will  promote  the  welfare  of  wage-earn¬ 
ing  women,  improve  their  w’orking  con¬ 
ditions,  increase  their  efficiency,  and  ad¬ 
vance  their  opportunities  for  profitable 
employment  (41  Stat.  987;  29  U.  S.  C. 
13).  Specifically,  the  Bureau — 

Conducts  research  to  develop  factual 
data  on  all  matters  affecting  w'omen’s 
economic  status,  such  as  problems  re¬ 
lated  to  wages  and  working  conditions, 
employment  opportunities,  need  for  ade¬ 
quate  training  facilities,  and  opportuni¬ 
ties  for  advancement:  compiles  and 
analyzes  statistical  data  on  women 
workers  collected  by  other  Federal 
agencies  (Bureau  of  Labor  Statistics, 
Census,  and  United  States  Employment 
Service),  making  available  such  infor¬ 
mation  as  number  of  women  in  the  labor 
force,  earnings  and  occupational  trends 
of  women  workers,  and  marital  status 
and  age. 

Develops  standards  of  good  labor  leg¬ 
islation  for  women  and  administrative 
practices  under  women’s  labor  laws; 
analyzes  existing  State  laws  relating  to 
^’omen  and  administrative  practices 
finder  them  in  such  areas  as  minimum- 
^age.  equal-pay,  hours  legislation,  con¬ 
ditions  of  work,  and  civil  and  political 


In  those  cases  where  settlement  is  not 
reached,  the  ex-serviceman  is  advised  of 
his  right  to  be  represented  by  the  United 
States  Attorney  for  the  district  in  w’hich 
the  employer  has  a  place  of  business. 
Thereafter  the  field  organization  coop¬ 
erates  wuth  the  United  States  Attorney 
with  respect  to  legal  action  taken  on 
designated  claims. 

Field  offices  of  the  Bureau  are  as  fol¬ 
lows: 


status.  Serves  as  source  for  information 
to  other  Federal  agencies.  State  labor 
departments,  women’s  organizations, 
trade  unions,  employer  associations,  and 
international  organizations  such  as  the 
International  Labor  Organization  and 
the  United  Nations,  on  all  matters  per¬ 
taining  to  women’s  labor  law  and  civil 
and  political  status. 

Promotes  good  labor  standards  for 
W'omen  in  the  States  by  giving  on  request 
consultative  and  technical  assistance  to 
State  departments  of  labor  in  connection 
with  administrative  practice  under 
existing  laws  such  as  minimum-pay, 
equal-pay,  and  hours  legislation,  and  in 
connection  wuth  new  legislation  on  these 
and  other  forms  of  women’s  law'.  It 
furnishes  assistance  to  women’s  organi¬ 
zations,  trade  unions,  civic  groups,  and 
others  concerned  with  improving  wom¬ 
en’s  economic  and  civil  and  political 
status. 

Publishes  and  distributes  technical  in¬ 
formation  obtained  as  a  result  of  the 
Bureau’s  studies  and  analyses.  Prepares 
popular  leaflets,  charts,  and  maps  for 
distribution  to  the  general  public  insur¬ 
ing  more  widespread  use  of  the  techni¬ 
cal  materials  developed. 

In  connection  with  these  functions, 
the  Bureau  participates  in  the  defense 
manpower  w'ork  of  the  Department  and 
in  interdepartmental  programs  of  coop¬ 
eration  with  other  countries  and  renders 
advisory  and  technical  services  to  im¬ 
prove  the  welfare  of  wage-earning 
women  in  these  countries.  Because  of 
the  w'ork  of  the  Bureau  in  the  field  of 
civil  and  political  status  of  women,  it 
acts  in  an  advisory  capacity  to  the  De¬ 
partment  of  State  on  matters  concern¬ 


ing  the  United  Nations  Commission  on 
the  Status  of  Women  and  the  Human 
Rights  Commission.  A  staff  member  is 
the  United  States  delegate  on  the  Inter- 
American  Commission  of  V/omen.  In 
addition,  the  Bureau  frequently  repre¬ 
sents  the  Department  of  Labor  on  inter¬ 
national  bodies  dealing  with  labor  stand¬ 
ards  affecting  w'omen. 

National  organization.  The  Director 
of  the  Women’s  Bureau  is  responsible, 
subject  to  the  direction  and  supervision 
of  the  Secretary  of  Labor,  for  the  policies 
and  the  administration  of  the  Bureau. 
The  Women’s  Bureau  has  a  small  field 
staff  operating  from  the  national  office. 

Information  and  requests.  All  re¬ 
quests  for  information,  copies  of  publi¬ 
cations  and  for  special  technical 
assistance  in  problems  relating  to  the 
employment  and  legal  status  of  women 
should  be  addressed  to  the  Director, 
Women’s  Bureau.  United  States  Depart¬ 
ment  of  Labor,  Washington  25,  D.  C. 

Bureau  of  Employees’  Compensation. 
Creation  and  authority.  The  Bureau  of 
Employees’  Compensation  w'as  estab¬ 
lished  in  the  Federal  Security  Agency 
under  the  provisions  of  section  3  of 
Reorganization  Plan  No.  2.  effective  July 
16,  1846.  The  Bureau,  together  with  its 
functions,  was  transferred  to  the  De¬ 
partment  of  Labor  pursuant  to  Reor¬ 
ganization  Plan  No.  19  of  1950,  effective 
May  24.  1950  (15  F.  R.  3178). 

The  Bureau,  under  authority  dele¬ 
gated  by  the  Secretary  of  Labor,  is  re¬ 
sponsible  for  the  administration  of 
various  acts  providing  workmen’s  com¬ 
pensation  benefits.  The  Bureau  is  un¬ 
der  the  immediate  supervision  and 
direction  of  a  Director  appointed  by  the 
Secretary. 

Functions.  The  Bureau  of  Employees’ 
Compensation  administers  law's  which 
are,  in  general,  the  Federal  Govern¬ 
ment’s  system  of  workmen’s  compensa¬ 
tion.  These  laws  provide  compensation 
for  workers,  and  their  dependents,  for 
death  or  disability  resulting  from  in¬ 
juries  suffered  in  the  course  of  employ¬ 
ment.  The  laws  may  be  divided  roughly 
into  two  categories,  (1)  laws  affecting 
private  employees,  and  (2)  laws  affect¬ 
ing  public  employees. 

The  basic  workmen’s  compensation 
law  for  Federal  employees  is  the  Federal 
Employees’  Compensation  Act  (39  Stat, 
742;  5  U.  S.  C.  751).  It  provides  com¬ 
pensation  for  employees  of  the  United 
States  and  their  dependents  (as  defined 
in  the  act),  for 'disability  or  death  re¬ 
sulting  from  personal  injuries  suffered 
while  in  the  performance  of  duty,  or 
disease  proximately  caused  by  their  em¬ 
ployment.  In  addition  to  cash  benefits 
for  disability  or  death,  medical  care  and 
treatment,  supplies  and  appliances  are 
furnished  to  injured  employees;  funeral 
and  burial  expenses  up  to  $400  may  be 
paid :  in  certain  cases  allowances  are  au¬ 
thorized  for  an  attendant,  and  subsist¬ 
ence  may  be  granted  to  employees 
undergoing  vocational  rehabilitation. 

-  The  protection  of  this  act  (with  modi¬ 
fications)  has  been  extended  to 
employees  of  the  Government  of  the  Dis¬ 
trict  of  Columbia,  members  of  the 
various  reserve  components  of  the  mili¬ 
tary  establishment  during  peacetime. 
Coast  Guard  Reserve  and  Auxiliaries, 


Location 

Address 

Area  served 

IS  Oliver  St.,  Boston  10,  Mass _ _ 

Mu.ssacliu.srdts,  Vermont,  Maine,  Khoio 
Island,  Xew  llanu'shire. 

Ni  w  York,  X.  Y . 

Veterans  Servicr*  Center,  500  Dark  Ave., 

Xew  York,  Connecticut,  Xew  Jersey. 

New  York  •J2,  X.  Y. 

Washinpton,  I).  C . 

7312  Departnient  of  Labor  Bldp.,  Wa-^hiiig- 

West  Virginia.  Maryland.  Dennsylv.'iiia, 
Delaware,  Virginia,  District  of  Colum¬ 
bia. 

ton  25,  U.  C. 

An  a  ollice . 

811  Lafayette  Rldp.,  5th  and  Chestnut  Sts., 
Dhilad'elphia  t>.  Da.  , 

X(  w  Federal  Bldp.,  Diltsburph,  I’a... 

Atlanta,  Ca . 

Col  Deaehtree-7th  Bldp.,  50  7th  Bt.  XE., 

,  Missi.ssippi,  .Alabama,  Xorth  Carolina, 

Atlanta,  lia. 

South  Carolina,  Georgia,  Florida, 
Duet  to  Kieo. 

Loui.svillf,  Ky . . . 

512  Retiublie  Blilp.,  429  W'e.st  Walnut  St., 
I.ouisville  2,  Ky. 

Kentucky,  Indiana,  Tennessee. 

Detroit,  Mich . 

C7.')  Federal  Bldp.,  Detroit,  Mich . . 

Michigan,  Ohio. 

An  a  ollicv . 

,521  Fedi  ral  Bldp.,  Cleveland  14,  Ohio . 

1200  Merchandise  Mart,  Chicapo  54,  111 . 

Illinois,  Minnesota,  Xorth  Dakota,  South 

Dakota,  W  isconsin. 

Area  olllcc . 

,50S  Bence  Bldp.,  Minneairoli.s,  Minn _ 

Kaii.'^as  City,  Mo . 

1114  Fidelity  Bldp.,  Kaii-sas  City  0,  Mo . 

Missouri,  Colorado,  Iowa,  Xebraska,  Xew 
Mexico,  W  yoining,  Kansas. 

Area  otlic-e . 

29  Xew  C u.st omhou.se,  19th  and  Stout,  Den¬ 
ver,  C  olo. 

Dallas.  Tex . 

222  Coinn;ereial  Bldp.,  1100  Main  St.,  DalUus, 

Texas,  Arkansas,  Oklahoma,  Louisiana. 

San  Krancisco,  Calif _ 

T  i*x. 

102  Federal  OlFiCC  Bldp.,  San  Francisco  2, 

California,  Arizona,  Xevada,  Utah,  Ha- 

Calif. 

wuii. 

Area  ollice . 

Funiiture  F.xehanpe  Bl<lp.,  1200  Santee  St., 
Los  .Vnpeles,  15,  ('alif. 

Seattle,  Wash . 

G17  Federal  Ollice  Bldg.,  Seattle  4,  Wash _ 

Washiupton,  Ala.ska,  Idaho,  Oregon, 
Montana. 
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Women’s  Reserve  Groups,  the  Women’s 
Army  Auxiliary  Corps  under  certain 
conditions,  evacuees  in  war  relocation 
camps,  persons  employed  on  certain  Fed¬ 
eral  relief  projects,  commissioned  officers 
of  the  Public  Health  Service.  Federal 
student  nurses  and  certain  other  groups. 
The  act  also  applies  (with  modifications) 
to  a  numb'er  of  remaining  casualties  of 
the  old  W.  P.  A.,  C.  C.  C.,  and  other 
emergency  relief  programs. 

Claims  for  compensation  are  processed 
by  claim  examiners  in  the  Claims  Branch 
of  the  Bureau.  The  case  is  adjudicated 
after  consideration  of  the  claim,  written 
evidence  presented  by  or  on  behalf  of 
the  claimants,  and  upon  completion  of 
such  inquiry  or  investigation  as  the 
Bureau  may  deem  necessary.  The  final 
authority  in  the  Bureau  in  the  determi¬ 
nation  of  claims  is  the  Director  of  the 
Bureau.  His  final  order  is  subject  to 
review  by  the  Employees  Compensation 
Appeals  Board  on  questions  of  law  and 
fact,  upon  appeal  by  the  claimant. 

The  Bureau  is  responsible  for  the  ad¬ 
ministration  of  the  Longshoremen’s  and 
Harbor  Workers’  Compensation  Act  (44 
£tat.  1424;  33  U.  S.  C.  901).  which  pro¬ 
vides  a  system  of  workmen’s  compensa¬ 
tion  benefits  for  employees  in  private 
enterprises  engaged  in  pursuits  in  Fed¬ 
eral  admiralty  jurisdiction  (excluding 
the  master  or  members  of  crew  of  any 
vessel).  Compensation  is  provided  for 
disability  or  death  caused  by  an  injury 
(or  disease)  occurring  while  engaged  in 
maritime  employment  on  navigable 
waters  of  the  United  States.  The  prin¬ 
cipal  coverage  is  of  longshoremen,  ship 
servicemen,  ship  repairmen,  harbor 
workers  and  others  of  like  employment. 
Compensation  is  payable  for  disability 
resulting  from  injury,  and  if  the  injury 
causes  death,  death  benefits  are  payable 
to  dependents  named  in  the  act.  Fu¬ 
neral  expenses  not  exceeding  $400  are 
also  allowable.  The  employer  is  required 
to  furnish  to  the  injured  employee  med¬ 
ical.  surgical,  and  other  treatment, 
nurse  and  hospital  service,  and  supplies 
and  appliances  as  the  nature  of  the  in¬ 
jury  or  the  process  of  recovery  may 
require.  An  additional  allowance,  pay¬ 
able  from  a  special  fund  established  by 
the  act,  may  be  paid  to  an  injured  em¬ 
ployee  undergoing  vocational  rehabili¬ 
tation. 

The  Longshoremen’s  Act  is  adminis¬ 
tered  in  the  Bureau  of  Employees’  Com¬ 
pensation  through  deputy  commissioners 
in  13  compensation  districts  comprising 
the  United  States,  Alaska,  and  Hawaii. 
Under  the  act,  compensation  and  other 
benefits  are  not  paid  by  the  United  States 
but  must  be  provided  by  the  employer 
either  as  a  self-insurer  or  through  insur¬ 
ance  with  an  approved  insurance  carrier, 
the  deputy  commissioners  adjudicate 
claims  and  perform  quasi- judicial  func¬ 
tions  in  deciding  the  rights  of  private 
parties  (i.  e.,  the  employee  or  his  de¬ 
pendents  and  the  employer  or  his 
insurance  carrier).  There  is  no  ad¬ 
ministrative  appeal  to  or  review  by  the 
Bureau.  Judicial  review  of  the  deputy 
commissioners’  decisions  is  provided  for 
by  the  act. 

The  Longshoremen’s  and  Harbor 
Workers  Compensation  Act  (with  modi¬ 
fications)  was  extended  to  private  em¬ 


ployment,  with  minor  exceptions.  In  the 
District  of  Columbia  (45  Stat.  600;  33 
U.  S.  C.  901  note).  'This  law  is  admin¬ 
istered  locally  by  a  deputy  commissioner 
of  the  Bureau.  The  duties  and  responsi¬ 
bilities  of  the  Bureau  are  the  same  as 
those  described  in  connection  with  the 
Longshoremen’s  Act,  'The  cost  of  ad¬ 
ministering  this  law  is  paid  from  funds 
appropriated  for  the  Government  of  the 
District  of  Columbia. 

By  act  of  August  16.  1941  (Defense 
Bases  Act.  55  Stat.  622;  42  U.  S.  C.  1651) 
the  Longshoremen’s  Act  (with  modifica¬ 
tions)  was  extended  to  provide  work¬ 
men’s  compensation  benefits  to 
employees  engaged  in  work  at  United 
States  Military,  Air  and  Naval  bases  out¬ 
side  the  continental  limits  of  the  United 
States,  and  on  public  works  projects  of 
the  United  States  outside  the  country. 
The  Defense  Bases  Act  is  administered 
in  the  same  manner  as  the  Longshore¬ 
men’s  and  Harbor  Workers  Compensa¬ 
tion  Act  by  deputy  commissioners. 

By  act  of  December  2,  1C42  (War  In¬ 
jury  Act,  56  Stat.  1028;  42  U.  S.  C.  16-H, 
1701-1717),  provision  was  made  for  pay¬ 
ment  of  benefits  from  the  compensation 
fund  established  by  the  Federal  Employ¬ 
ees’  Compensation  Act  for  certain  em¬ 
ployees  whose  employments  are  within 
the  purview  of  the  Defense  Bases  Act,  but 
who  suffered  injury  or  death  as  a  result 
of  war-risk  hazard  under  circumstances 
not  giving  rise  to  entitlement  to  benefits 
under  the  Defense  Bases  Act.  Payments 
of  detention  benefits  to  dppendents  of 
such  employees  found  to  be  missing  from 
their  places  of  employment  due  to  the 
belligerent  action  of  an  enemy  or  who 
were  captured  by  an  enemy,  are  provided 
for  by  such  act  of  December  2,  1942. 
With  the  exception  of  detention  benefits, 
the  benefits  for  disability  or  death  pro¬ 
vided  are  substantially  those  provided 
for  in  the  Longshoremen’s  Act.  For  the 
purpose  of  administration,  additional 
district  offices  were  established  at  Hono¬ 
lulu.  T.  H.,  and  Manila,  Philippine 
Islands, 

The  Bureau  also  administers  certain 
parts  of  the  War  Claims  Act  of  1948  (62 
Stat.  1240;  50  U.  S.  C.  Sup.  Ill,  App. 
2001).  Under  this  law  the  Bureau  re¬ 
ceives  and  processes  claims  of  employees 
of  certain  contractors  with  the  United 
States  (prihcipally  contractors’  em¬ 
ployees.  employed  on  certain  Pacific 
Islands,  who  were  captured  by  the  Jap¬ 
anese)  for  wages  due  such  employees 
under  their  contracts  of  employment, 
less  any  benefit  payments  in  such  cases 
made  by  the  Bureau  on  account  of  de¬ 
tention  by  the  enemy  during  World  War 
II,  and  less  any  other  amounts  paid  by 
the  contractors  to  employees.  Such 
claims  are  paid  out  of  the  War  Claims 
Fund  established  by  such  act.  Under  this 
law  the  Bureau  also  processes  and  ad¬ 
judicates  the  claims  of  civilian  American 
citizens  for  benefits  payable  under  the 
Act  on  account  of  injury,  disability,  or 
death  occasioned  by  reason  of  capture  or 
detention  by  the  Japanese  Government 
at  Midway,  Guam,  Wake  Island,  Philip¬ 
pine  Islands,  or  other  places  subject  to 
Federal  jurisdiction,  attacked  or  invaded 
by  the  Japanese. 

Employees’  Compensation  Appeals 
Board — Organization.  The  Employees’ 


Compensation  Appeals  Board,  originally 
created  in  the  Federal  Security  Agency 
pursuant  to  authority  contained  in  Re¬ 
organization  Plan  No.  2  of  1946  and 
transferred  to  the  Department  of  Labor 
by  Reorganization  Plan  No.  19  of  1950, 
effective  May  24.  1950,  consists  of  three 
members  appointed  by  the  Secretary  of 
Labor,  one  of  whom  is  designated  as 
chairman  and  administrative  officer. 
The  Board  has  its  principal  office  in 
Washington,  but  is  authorized  to  per¬ 
form  its  work  at  any  place  deemed 
necessary. 

Jurisdiction.  In  accordance  with  the 
regulations  of  the  Secretary  of  Labor 
(see  20  C.  P.  R.  Chapter  IV),  the  Board 
has  jurisdiction  to  consider  and  decide 
appeals  from  the  final  decision,  with 
findings  of  fact,  and  award,  of  the  Bu¬ 
reau  of  Employees’  Compensation  of  the 
Department  in  any  case  arising  under 
the  Federal  Employees’  CompensaUen 
Act,  or  arising  under  any  statutory  ex¬ 
tension  or  application  of  such  act.  Ap¬ 
peals  are  also  taken  from  final  deter¬ 
minations  of  the  Bureau  of  Empioyee.s’ 
Compensation  involving  the  exercise  of 
discretion,  but  only  is  based  upon  the 
ground  of  abuse  of,  or  refusal  to  exer¬ 
cise,  discretion.  There  is  no  appeal  in 
respect  to  any  interlocutory  matter  d  s- 
posed  of  by  such  Bureau  during  the 
pendency  of  a  compensation  case. 

The  jurisdiction  of  the  Beard  extends 
to  review  of  questions  of  law  and  fact 
within  the  purview  of  the  United  States 
Employees’  Compensation  Act,  or  exten¬ 
sion  thereof,  and  the  review  of  the  case 
is  made  upon  the  findings  of  fact  and 
the  action  of  the  Director  of  the  Bureau 
of  Employees’  Compensation  taken  pur¬ 
suant  to  section  36  of  such  act  (5  U.  S.  C. 
786)  and  upon  the  particular  case  rec¬ 
ord  in  the  Bureau  of  Employees’  Com¬ 
pensation.  The  decision  upon  appeal  ty 
the  Board  is  final  except  as  to  further 
statutory  review  provided  for  in  section 
37  of  the  United  States  Employees’  Com¬ 
pensation  Act.  The  Board  may,  how¬ 
ever,  review  its  own  decisions. 

Wage  and  Hour  and  Public  Contracts 
Divisions — Functions.  Pursuant  to  Re¬ 
organization  Plan  No.  6  of  1950  (15  F.  R. 
3174),  the  Administrator  of  the  Wage 
and  Hour  Division  has  been  charged  with 
the  functions,  subject  to  the  general  di¬ 
rection  and  control  of  the  Secretary  cf 
Labor,  of  administering  and  enforcing 
the  Fair  Labor  Standards  Act,  as 
amended  (52  Stat.  1060,  63  Stat.  910;  29 
U.  S.  C.  201  and  Supp.  IV) ,  and  the  ad¬ 
ministration  and  enforcement  cf  the 
Walsh-Healey  Public  Contracts  Act  (49 
Stat.  2036;  41  U.  S.C.  35). 

Pursuant  to  agreement  with  the  Wage 
Stabilization  Board,  the  Divisions  act  as 
agent  of  the  Wage  Stabilization  Board 
by  (1)  disseminating  information  to  the 
public  through  any  of  the  Divisions’  field 
offices  throughout  the  country,  (2)  issu¬ 
ing  authoritative  WTitten  rulings  as  to 
Interpretation  and  application  of  the 
W'age  stabilization  regulations  of  the 
Wage  Stabilization  Board  and  the  Eco¬ 
nomic  Stabilization  Administrator,  (3) 
receiving  and  processing  reports  which 
must  be  filed  pursuant  to  some  of  the 
regulations  of  the  Board.  (4)  accepting 
and  processing  petitions  for  wage  and 
salary  increases  in  excess  of  those  per- 
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mitted  by  the  General  Wage  Regulations 
of  the  Board,  and*  (5)  accepting  and 
processing  applications  with  respect  to 
special  situations  which  require  Board 
approval.  These  petitions  and  applica¬ 
tions  are  then  transmitted  to  the  Board 
for  its  decision. 

National  organization.  The  national 
office  of  the  Divisions  is  located  in  the 
Department  of  Labor  Building,  Wash¬ 
ington  25,  D.  C. 

The  national  office  of  the  Wage  and 
Hour  and  Public  Contracts  Divisions  is 
organized  as  follows: 

The  Administrator  plans,  administers 
and  directs  the  departmental  and  field 
organization  of  the  Divisions  in  carrying 
out  the  enforcement  of  the  Fair  Labor 
Standards  and  the  Walsh-Healey  Public 
Contracts  Acts  (hereinafter  referred  to 
as  the  acts) .  He  is  assisted  in  his  execu¬ 
tive  and  administrative  duties  by  a 
Deputy  Administrator  who  acts  for  him 
in  his  absence.  A  Technical  Assistant  to 
the  Administrator  and  an  Assistant  to 
the  Deputy  Administrator  render  fur¬ 
ther  assistance.  Two  Assistant  Admin¬ 
istrators  have  been  assigned  duties  as 
follows : 

An  Assistant  Administrator  has  re¬ 
sponsibility  for  the  coordination  and  ad¬ 
ministration  of  all  field  enforcement 
activities  and  supervises,  directs,  plans 
and  reviews  the  work  of  the  following 
divisions : 

The  Division  of  Field  Operation  Activ¬ 
ities  plans  and  directs  the  activities  of 
the  Field  Operation  Officers,  who  peri¬ 
odically  travel  to  regional  and  field 
offices  to  maintain  liaison  between  these 
offices  and  the  office  of  the  Assistant 
Administrator  and  who  have  basic  re¬ 
sponsibility  for  maintaining  uniformity 
in  the  enforcement  operations  of  the 
various  regional.  State  agreement,  and 
territorial  offices,  and  the  making  of 
periodic  investigations  of  all  aspects  of 
regional  and  field  enforcement  activities 
The  Division,  of  Child  Labor  is  respon¬ 
sible  for  coordination  of  all  activities 
directly  affecting  enforcement  of  child 
labor  provisions  of  the  acts,  including  the 
issuance  of  Federal  certificates  of  age. 
This  division  also  acts  as  a  liaison  agency 
with  the  Child  Labor  and  Youth  Em¬ 
ployment  Division  of  the  Bureau  of  Labor 
Standards  in  the  development  of  child 
labor  regulations  and  orders  issued  under 
the  Fair  Labor  Standards  Act. 

The  Division  of  Policy  and  Planning, 
with  relation  to  enforcement  activities, 
evaluates  and  analyzes  all  policy  and 
procedural  problems,  initiates  new  and 
revised  policies  and  procedures  and  co¬ 
ordinates  investigation  program  plan¬ 
ning  as  necessitated  by  operating  condi¬ 
tions  to  effectuate  maximum  compliance, 
prepares  and  issues  forms  and  operating 
instructions  to  the  field  staff. 

The  Division  of  Investigation  Control 
and  Analysis  reviews  and  processes  in¬ 
vestigation  reports  containing  unusual 
•situations  which  are  not  covered  by  es¬ 
tablished  policies  and  procedures  gov¬ 
erning  investigations;  analyzes  and  proc¬ 
esses  sheltered  workshop  certification 
surveys  and  other  reports  relating  to 
enforcement  activities;  conducts  investi¬ 
gation  of  firms  in  the  District  of  Co¬ 
lumbia  subject  to  the  acts;  receives  and 
deposits  with  the  Treasury  Department 


for  distribution  to  affected  employees  or 
General  Treasury  funds  checks  from 
firms  found  in  violation  of  the  minimum 
wage/  and  maximum  hours  and  child 
labor  provisions  of  the  acts;  controls, 
reviews  and  coordinates  field  investiga¬ 
tions  involving  firms  having  branches  in 
more  than  one  region. 

An  Assistant  Administrator  has  re¬ 
sponsibility  for  the  coordination  and 
direction  of  the  activities  of  the  following 
divisions : 

The  Division  of  Wage  Determinations 
is  responsible  for  conducting  activities 
connected  with  the  Walsh-Healey  Pub¬ 
lic  Contracts  Act  minimum  wage 
determinations,  the  development  of  ad¬ 
ministrative  policy  under  provisions  of 
the  Walsh-Healey  Public  Contracts  Act 
and  the  development  and  administra¬ 
tion  of  the  minimum  wage  program  for 
Puerto  Rico  and  the  Virgin  Islands 
under  the  Fair  Labor  Standards  Act. 
The  division  is  also  responsible  for  the 
development  and  application  of  sub¬ 
minimum  wage  standards  under  the 
acts,  and  the  issuance  of  permits  for 
learners,  student  learners,  apprentices 
and  messengers. 

The  Division  of  Regulations  and  Ex¬ 
emptions  is  responsible  for  formulation 
and  recommendation  of  regulations 
under  the  Fair  Labor  Standards  Act 
(except  those  related  to  setting  of  wage 
rates  and  child  labor)  and  for  any  re¬ 
quired  administrative  action  under  the 
regulations;  for  the  development  and 
recommendation  of  administrative  poli¬ 
cies,  rulings  and  interpretations  on  the 
provisions  of  the  act,  and  the  exemp¬ 
tions  (except  those  related  to  setting 
wage  rates  and  child  labor) ;  and  for 
coordination  with  the  Walsh-Healey 
Public  Contracts  Act  where  applicable. 

The  Division  of  Research  and  Sta¬ 
tistics  is  responsible  for  basic  research 
on  administrative  problems;  legislative 
research;  assistance  in  litigation;  prep¬ 
aration  and  analysis  of  statistics  of  op¬ 
erations  ;  and  initiates  policy  recommen¬ 
dations  in  connection  with  these  fields. 

In  addition,  two  divisions  directly 
responsible  to  the  Administrator  are  as 
follows : 

The  Division  of  Information  and  Com¬ 
pliance,  with  a  Director  in  charge, 
advises  on  and  participates  in  policy  de¬ 
cisions  of  the  Divisions  involving  public 
relations  and  creates  and  effectuates  a 
comprehensive  information  program  de¬ 
signed  to  achieve  voluntary  compliance 
with  the  acts. 

The  Division  of  Business  Management, 
under  the  direction  of  the  Executive 
Officer,  is  responsible  for  directing  bud¬ 
get  and  fiscal,  personnel,  office  service, 
and  related  management  activities  of  the 
Divisions,  including  the  audit  of  State 
Agreements,  and  for  evaluating  and  rec¬ 
ommending  improvements  in  policies, 
program  organization  and  operations  of 
the  Divisions. 

Field  organization.  The  investigation 
work  of  the  Divisions  and  their  enforce¬ 
ment  w'ork  in  the  field  are  conducted 
through  the  regional  offices  of  the  De¬ 
partment  of  Labor,  a  Territorial  Director 
in  Puerto  Rico  and  Territorial  Repre¬ 
sentatives  in  Alaska  and  Hawaii.  The 
Regional  Director  in  charge  of  each  re¬ 
gion  is  responsible  to  the  Administrator 


for  enforcement  activities  in  his  area. 
Field  offices,  field  stations  and  itinerant 
stations  operating  under  the  supervision 
of  the  Regional  Director  have  been  es¬ 
tablished  within  each  region. 

In  addition,  certain  investigative 
functions  relating  to  the  enforcement  of 
the  Acts  in  the  States  of  North  Carolina 
and  Minnesota  have  been  delegated  to 
the  respective  State  departments  of 
labor  under  cooperative  agreements 
entered  into  with  those  States  pursuant 
to  section  11  (b)  of  the  Fair  Labor 
Standards  Act  and  section  4  of  the 
Walsh-Healey  Public  Contracts  Act. 
Assistance  in  conducting  investigation 
under  these  agreements  is  furnished  by 
assignment  of  one  representative  of  the 
Divisions  to  each  of  the  State  offices  at 
St.  Paul,  Minnesota,  and  Raleigh,  North 
Carolina,  Also,  agreements  have  been 
consummated  with  more  than  20  State 
departments  of  labor,  as  well  as  with  the 
District  of  Columbia  and  the  Territory 
of  Hawaii,  under  which  they  make  safety 
and  health  investigations  of  concerns 
subject  to  the  Walsh-Healey  Public  Con¬ 
tracts  Act. 

The  Divisions  maintain  field  repre¬ 
sentatives  in  Idaho,  Mississippi,  South 
Carolina,  and  Texas  for  the  purpose  of 
issuing  Federal  certificates  of  age  (see 
29  CFR  Parts  401  and  402),  pursuant  to 
the  child  labor  provisions  of  the  acts. 

The  Administrator  of  the  Divisions  has 
made  thO  following  delegations  of  au¬ 
thority  to  Regional  Directors,  Assistant 
Regional  Directors,  the  Territorial  Di¬ 
rector  in  Puerto  Rico,  the  Territorial 
Representatives  in  Hawaii  and  Alaska, 
and  the  Commissioner  of  Labor  in  North 
Carolina : 

1.  Power  to  grant,  deny,  or  cancel  spe¬ 
cial  homework  certificates  pursuant  to 
the  provisions  of  certain  wage  orders  is¬ 
sued  under  the  Fair  Labor  Standards  Act, 
and  to  hold  hearings  in  connection 
therewith ; 

2.  Power  to  issue,  deny  or  cancel  hand¬ 
icapped  workers’  certificates; ' 

3.  Power  to  issue,  deny,  or  cancel  cer¬ 
tificates  for  the  employment  of  handi¬ 
capped  clients  in  sheltered  workshops.* 

Applications  in  connection  with  this 
subparagraph  and  subparagraphs  1  and 
2  of  this  paragraph  should  be  addressed 
to  the  respective  persons  specified 
therein. 

4.  Power  to  issue,  deny  or  revoke  spe¬ 
cial  certificates  for  the  employment, 
under  any  vocational  rehabilitation  pro¬ 
gram  administered  by  the  Veterans’  Ad¬ 
ministration,  at  subminimum  rates,  of 
veterans  handicapped  by  a  service-in¬ 
curred  disability.  The  issuance  of  such 


’  In  generaf,  the  rules  applicable  to  the 
employment  of  handicapped  workers  under 
the  Fair  Labor  Standards  Act  are  also  appli¬ 
cable  to  the  employment  of  handicapped 
workers  under  the  Walsh-Healey  Public 
Contracts  Act.  See  41  C.  F.  R.  201.1102. 

*  Special  circumstances  at  times  require 
certiflc.-ition  by  the  national  office,  therefore 
the  power  to  issue,  deny,  or  cancel  certificates 
for  the  employment  of  handicapped  clients 
In  sheltered  workshops  has  also  been  dele¬ 
gated  to  the  Assistant  Administrator  In 
charge  of  field  operations,  a,rd  to  the  assist¬ 
ant  chief  of  Field  Cj-'eration  Activities  of  the 
national  office. 
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special  certificates  follows  upon  receipt 
by  the  regional  director  from  the  Vet¬ 
erans’  Administration  of  a  c6py  of  a 
temporary  certificate  authorizing  such 
employment  and  issued  by  such  repre¬ 
sentatives  of  the  Veterans’  Administra¬ 
tion  as  have  been  designated  by  the 
Administrator  as  his  authorized  repre¬ 
sentatives  to  issue,  deny,  or  revoke  such 
temporary  certificates. 

Complaints  of  violation  of  the  acts 
may  be  filed  at  the  nearest  regional  or 
field  office  of  the  Divisions.  General  in¬ 
formation  may  be  obtained  either  from 
the  Director  of  the  Division  of  Informa¬ 
tion  and  Compliance  at  the  national 
office  or  at  the  nearest  regional  or  field 
office.  The  regional  offices  answer  ques¬ 
tions  relative  to  the  application  of  the 
acts  in  respect  to  matters  on  which  the 
Administrator  has  asserted  a  position. 
Requests  for  such  information  should  be 
addressed  to  the  regional  or  field  office 


Signed  at  Washington,  D.  C.,  this  9th 
day  of  August  1951. 

Maurice  J.  Tobin, 

Secretary  of  Labor. 

[F.  R,  Doc.  61-9734:  Filed,  Aug.  15,  1951; 
8:51  a.  m.] 

ECONOMIC  STABILIZATION 
AGENCY 

Office  of  Price  Stabilization 

(Region  IX  Redelegation  of  Authority  No.  5] 
Directors  of  District  Offices,  Region  9 

REDELEGATION  OF  AUTHORITY  TO  ACT  ON 
APPLICATIONS  FOR  ADJUSTMENT  OF  PRICES 
relating  to  ICE 

By  virtue  of  the  authority  vested  In 
me  as  Director  of  the  Regional  Office  of 


nearest  the  applicant  or  to  the  national 
office  of  the  Divisions. 

Federal  certificates  of  age  in  Idaho 
may  be  obtained  at  the  following  ad¬ 
dress: 

state  Department  of  Public  Instruction, 

Special  Agent,  Division  of  Child  Labor, 

Wage  and  Hour  Division, 

tJ.  S.  Department  of  Labor, 

Boise,  Idaho. 

Such  certificates  in  Mississippi,  South 
Carolina,  and  Texas  may  be  obtained 
by  addressing  the  Division  of  Child 
Labor,  Wage  and  Hour  and  Public  Con¬ 
tracts  Divisions,  U.  S.  Department  of 
Labor,  at  the  following  places,  respec¬ 
tively; 

1.  425 South  State  Street,  Jackson  8, 
Miss. 

2.  1401  Hampton  Street,  Columbia,  S.  C. 

3.  1114  Commerce  Street,  Dallas,  Tex. 

A  list  of  the  regional  and  other  offices 
of  the  Divisions  is  as  follows : 


Price  Stabilization,  Region  9,  pursuant 
to  the  provisions  of  Delegation  of  Au¬ 
thority  No.  14,  dated  July  27,  1951  (16 
F.  R.  7431 ) ,  this  redelegation  of  authority 
is  hereby  issued. 

1.  Authority  to  act  under  GCPR,  SR 
45.  Authority  is  hereby  redelegated  to 
the  Directors  of  the  District  Offices  of 
the  Office  of  Price  Stabilization,  Region 
9,  to  act  on  all  applications  for  adjust¬ 
ment  under  the  provisions  of  sections 
1-6  inclusive,  of  GCPR,  SR  45,  as 
amended. 

This  redelegation  of  authority  is  ef¬ 
fective  as  of  August  1,  1951. 

H.  Roe  Bartle, 
Regional  Director,  Region  9. 

August  14,  1951. 

[P.  R.  Doc.  51-9777;  Piled.  Aug.  14,  1951; 

3:47  p.  m.] 


(Delegation  of  Authority  No.  17] 

Regional  Directors 

delegation  of  authority  to  procf^s 
initial  reports  filed  by  certain  R1.3- 
taurant  operators  under  CPR  1 1 

By  virtue  of  the  authority  vested  in 
me  as  Director  of  Price  Stabilization 
pursuant  to  the  Defense  Production  Act 
of  1950  (64  Stat.  812),  as  amended.  Ex¬ 
ecutive  Order  10161  (15  F.  R.  6105) ,  and 
Economic  Stabilization  General  Order 
No.  2  (16  F.  R.  738)  this  delegation  of 
authority  is  hereby  issued. 

1.  Authority  to  act  under  section  6  of 
CPR  11.  Authority  is  hereby  delegated 
to  the  Directors  of  the  Regional  Offices 
of  the  Office  of  Price  Stabilization  to 
process  the  initial  reports  filed  under 
section  6  of  CPR  11  and  to  revise  food 
cost  per  dollar  of  sale  ratio  referred  to 
in  section  4  thereof.  The  authority 
herein  delegated  may  be  redelegated  to 
the  Directors  of  District  Offices  of  the 
Office  of  Price  Stabilization. 

The  delegation  of  authority  shall  take 
effect  on  August  16, 1951. 

Michael  V.  DiSalle, 

Director  of  Price  Stabilization. 

August  15,  1951. 

(P.  R.  Doc.  61-9852;  Filed.  Aug.  15,  1951; 

12:12  p.  m.j 


District  Offices 

ORGANIZATIONAL  STATEMENT 

The  field  organization  of  the  Office  of 
Price  Stabilization  of  the  Economic  Sta¬ 
bilization  Agency,  established  pursuant 
to  the  Defense  Production  Act  of  1950 
(Pub.  Law  774,  81st.  Cong.),  as  amended, 
and  Executive  Order  10161  (15  F.  R. 
6105)  as  published  in  the  Federal 
Register  dated  February  2,  1951  (16 
F.  R.  987),  and  as  amended  March  3. 
1951  (16  F.  R.  2028),  April  20,  1951  (!6 
F.  R.  3444).  May  12.  1951  (16  F.  R.  4476), 
June  21.  1951  (16  F.  R.  5959),  June  28, 
1951  (16  F.  R.  6322),  July  24,  1951  (16 
F.  R.  7266),  and  July  26,  1951  (16  F.  R. 
7338)  is  further  amended  as  follows: 

Region  IV,  Richmondf  Va.  The  counties 
of  Sullivan,  Johnson,  Carter,  Washington, 
and  Unicoi,  Tennessee,  heretofore  serviced 
by  the  Nashville,  Tennessee  District  Offlce 
(Region  V)  will  now  be  serviced  by  the  Char¬ 
lotte,  North  Carolina  District  OfiBce  (Region 
IV). 

Michael  V.  DiSalle. 

Director  of  Price  Stabilization. 

August  15,  1951. 

(P.  R.  Doc.  51-9854;  Filed.  Aug.  15,  1951; 

12:12  p.  m.] 


(Delegation  of  Authority  18] 
Director  of  Region  13 

DELEGATION  OF  AUTHORITY  TO  ESTABLISH 
GROUP  ADJUSTMENT  OF  CERTAIN  CONTRACT 
CARRIER  RATES 

By  Virtue  of  the  authority  vested  in 
me  as  Director  of  Price  Stabilization 


Rcpion 


States 


Regional  office  address 


Region  I. 


Region  II . 

Region  III........... 

Region  IV - - - 

Region  V . 

Region  VI.  ... _ _ 

Region  VII . 


Region  VIII. 
Region  IX  . 


Region  X _ 

District  of  Columbia. 

Territorial  offices: 
I’uerlo  Rico . . 


Alaska. 

Hawaii. 


Cooireratine  agencies: 
North  Carolina... 


Minnesota. 


Maine,  New  Hampshire,  Vermont, 
Massachusetts,  Rhode  Island,  Con¬ 
necticut. 

New  York,  New  Jersey . . 


Pennsylvania,  Maryland,  Delaware... 

Mississippi,  Alabama,  Georgia,  South 
Carolina,  Florida. 

Michigan,  Ohio.. . . 


Wisconsin,  Illinois,  Indiana,  Minne¬ 
sota. 

Iowa,  Mi.<wourl,  Kansas,  Nebraska, 
South  Dakota,  North  Dakota, 
Wyoming,  Colorado. 

New  Mexico,  Oklahoma,  Arkansas, 
Louisiana,  Texas. 

Washington,  Oregon,  California, 
Nevada,  Utah,  Arizona,  Idaho, 
Montana. 

Tennessee,  Virginia,  West  Virginia, 
Kentucky. 


Puerto  Pico  and  Virgin  Islands. 


18  Oliver  St.,  Boston  10,  Mass. 


900  TJ.  S.  Parcel  Post  Bldg.,  341  9th  Ave.,  New 
York  1,  N.  Y. 

Room  825,  Lafayette  Bldg.,  437  Chestnut  St., 
Philadelphia,  Pa. 

1007  Comer  Bldg.,  2026  2d  Ave.  North,  Birming¬ 
ham,  Ala. 

Perry-PajTie  Bldg.,  704  Superior  Ave.  NW., 
Cleveland,  Ohio. 

12(X)  Merchandise  Mart  Bldg.,  Merchandise 
Mart  Plaza,  Chicago  54,  111. 

600  Federal  Office  Bldg.,  911  Walnut  St.,  Kansas 
City  6,  Mo. 

Room  222, 1114  Commerce  St.,  Dallas  2,  Tex. 

150  Federal  Office  Bldg.,  Fulton  and  Leaven¬ 
worth  Sts.,  San  Francisco  2,  Calif. 

Telephone  Bldg.,  150  9th  Ave.  North,  Nashville, 
Tenn. 

Temp.  V,  Room  1513  15th  and  Pennsylvania 
Ave.,  N  W.,  Washington,  D.  C. 

New  York  Department  Store  Bldg.,  Stop  16)4 
Ponce  de  Leon  Ave.,  P.  O.  Box  3906,  Santurce 
29,  P.  R. 

201-202  Federal  Bldg.,  P.  O.  Box  1030,  Juneau, 
Alaska. 

34.5-347  Federal  Bldg.,  King  and  Richards  Sts., 
Honolulu,  2,  T.  U. 

North  Carolina  Department  of  Labor,  State 
Department  Bldg.,  Salisbury  and  Edenton 
Sts.,  Raleigh,  Nj  C, 

Dy)3rtnient  of  Labor  and  Industry,  Industrial 
Commission  of  Mimie.sota,  137  State  Offic'o 
Bldg.,  St.  Paul  1,  Miim. 


Thursday^  August  16,  1951 
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pursuant  to  the  Defense  Production  Act 
of  1950  (64  Stat.  812),  as  amended,  Ex¬ 
ecutive  Order  10161  (15  F.  R.  6105),  and 
Economic  Stabilization  General  Order 
No.  2  (16  F.  R.  738)  this  delegation  of 
authority  is  hereby  issued. 

1.  Authority -io  act  under  section  5 
(d)  of  Supplementary  Regulation  39  to 
the  General  Ceiling  Price  Regulation. 
Authority  is  hereby  delegated  to  the  Di¬ 
rector  of  Region  13  of  the  Office  of  Price 
Stabilization  to  establish  or  adjust,  on  a 
uniform  group  basis,  the  ceiling  rates 
of  all  contract  carriers  engaged  in  the 
transportation  of  milk,  fruit  or  vegeta¬ 
bles  in  a  local  area  in  Region  13,  pro¬ 
vided  individual  applications  are  filed  by 
a  representative  number  of  the  carriers 
commonly  engaged  in  handling  that  par¬ 
ticular  traffic,  or  by  a  user  of  such 
service. 

The  delegation  of  authority  shall  take 
effect  on  August  16, 1951. 

Michael  V.  DiSalle, 
Director  of  Price  Stabilization. 

August  15,  1951. 

(F.  R.  Doc.  61-9855:  Piled.  Aug.  15.  1951; 

12:12  p.  m.] 


FEDERAL  COMMUNICATIONS 
COMMIS^SION 

Class  2  Experimental  Radio  Stations 

EXTENSION  OF  LICENSE  TERM 

In  the  matter  of  extension  of  the 
License  term  of  certain  Class  2  Experi¬ 
mental  radio  stations  operating  in  the 
Common  Carrier  Service  (including  Gen¬ 
eral  Mobile,  TV-Pickup,  TV-STL,  Micro- 
wave  Relay,  Short  Haul  Toll,  Rural 
Subscriber,  Repeater,  Domestic  Control 
and  Developmental  stations). 

At  a  session  of  the  Federal  Communi¬ 
cations  Commission,  held  at  its  offices 
in  Washington,  D.  C.,  on  the  8th  day  of 
August  1951; 

The  Commission,  having  under  con¬ 
sideration  the  desirability  of  extending 
the  license  term  of  certain  Class  2  Ex¬ 
perimental  radio  stations  operating  in 
the  Common  Carrier  Service  (including 
General  Mobile,  TV-Pickup,  TV-STL, 
Microwave  Relay,  Short  Haul  Toll,  Rural 
Subscriber,  Repeater,  Domestic  Control 
and  Developmental  stations) ; 

It  is  ordered,  That  the  license  term  of 
each  presently  authorized  Class  2  Exper¬ 
imental  radio  station  operating  in  the 
Common  Carrier  Service  in  accordance 
with  the  table  of  frequency  allocations 
as  set  forth  in  Part  2  of  the  Commission’s 
rules  (including  General  Mobile,  TV- 
Pickup,  TV-STL,  Microwave  Relay,  Short 
Haul  Toll,  Rural  Subscriber,  Repeater, 
Domestic  Control  and  Developmental 
stations),  is  extended  until  November  1, 
1952,  in  exact  accordance  with  the  terms 
of  the  presently  effective  license,  sub¬ 
ject  to  further  order  of  the  Commission. 

Released;  August  9,  1951. 

Federal  Communications 
Commission, 

[seal]  T.  J.  Slowie, 

Secretary, 

|P.  R.  Doc.  51-9729;  Filed,  Aug.  15,  1951; 
8:49  a.  m.] 

No.  159 - 8 


[Docket  No.  10026] 

Fred  Birch  and  Fairmont  Corp. 

ORDER  designating  APPLICATION  FOR 
HEARING  ON  STATED  ISSUES 

In  re  application  of  Fred  Birch  (trans¬ 
feror)  ,  the  Fairmont  Corporation 
(transferee),  for  transfer  of  control  of 
Buttrey  Broadcast,  Inc.,  licensee  of 
Station  KFBB,  Great  Falls,  Montana; 
Pile  No.  BTC- 1068,  Docket  No.  10026. 

At  a  session  of  the  Federal  Communi¬ 
cations  Commission  held  at  its  offices  in 
Washington,  D.  C.,  on  the  1st  day  of 
August  1951; 

The  Commission  having  under  con¬ 
sideration  the  above-entitled  application 
for  consent  to  the  transfer  of  control  of 
Buttrey  Broadcast,  Inc.,  licensee  of 
Station  KFBB,  Great  Falls,  Montana, 
from  Fred  Birch  to  the  Fairmont  Corpo¬ 
ration,  wholly  owned  subsidiary  of  the 
Anaconda  Copper  Mining  Company;  and 
It  appearing,  that  a  question  of  the 
character  qualifications  of  Anaconda 
Copper  Mining  Company,  and,  therefore, 
its  wholly-owned  subsidiary,  the  Fair¬ 
mont  Corporation,  arises  from  Anacon¬ 
da’s  conviction  and  fine  for  violation  of 
section  1  of  the  Sherman  Act  (26  Stat. 
209)  on  February  6,  1941,  on  an  indict¬ 
ment  of  Anaconda  as  one  of  the  co-de¬ 
fendants  as  being  a  party  to  a  con¬ 
spiracy  to  unlawfully  restrain  interstate 
trade  and  commerce  in  Western  pine 
lumber,  and  the  entering  of  a  consent 
decree,  on  February  6,  1941,  in  a  civil 
suit  against  Anaconda,  based  on  this 
violation,  perpetually  enjoining  Anacon¬ 
da,  as  one  of  the  co-defendants,  from 
continuing  the  practices  proscribed;  and 
It  further  appearing,  that,  coupled 
with  the  above  question,  Fairmont’s  ac¬ 
quisition  of  control  of  Station  KFBB 
would  add  measurably  to  Anaconda’s 
and  Fairmont’s  already  substantial  in¬ 
fluence  in  the  State  of  Montana  stem¬ 
ming  from  their  extensive  newspaper, 
business,  mining,  timber  and  industrial 
holdings  in  the  State;  and 
It  further  appearing,  that  in  view  of 
the  above,  the  Commission  is  of  the 
opinion  that  a  public  hearing  is  neces¬ 
sary  in  order  to  secure  the  full  informa¬ 
tion  requisite  for  the  public  interest  de¬ 
termination  required  by  section  310  (b) 
of  the  Communications  Act  of  1934,  as 
amended;  therefore. 

It  is  ordered.  That  the  above-entitled 
application  is  designated  for  hearing,  at 
Great  Falls,  Montana,  on  September  24, 
1951,  on  the  following  issues: 

1.  To  determine  whether  the  Fairmont 
Corporation,  and  its  parent  corporation. 
Anaconda  Copper  Mining  Company,  and 
their  respective  officers,  directors  and 
stockholders,  possess  the  requisite  char¬ 
acter,  legal,  financial  and  other  qualifi¬ 
cations  to  control  Station  KFBB;  and, 
relative  to  this  determination,  to  obtain 
full  information  with  respect  to: 

a.  The  conviction  and  fine  of  Ana¬ 
conda  Copper  Mining  Company  for  vio¬ 
lation  of  section  1  of  the  Sherman  Act 
(26  Stat.  209)  in  U.  S.  District  Court, 
Southern  District  of  California,  Central 
Division,  on  February  6.  1941.  U.  S.  v. 
Western  Pine  Association,  et  al,  Cr. 
14522. 


b.  'The  civil  suit  and  the  consent  de¬ 
cree  there  entered  with  respect  to  this 
violation  in  the  same  court,  wherein 
Anaconda  Mining  Company  was  named 
as  one  of  the  co-defendants.  U.  S.  v. 
Western  Pine  Association,  et  al..  Civil 
1389-RJ. 

c.  The  plants,  properties  or  other  busi¬ 
ness  interests  that  Anaconda,  or  any  of 
its  subsidiaries,  including  the  Fairmont 
Corporation,  or  companies  or  organiza¬ 
tions  which  Anaconda  has  stock  interest 
in,  have  in  the  State  of  Montana;  the 
policies  of  operation  thereof;  the  num¬ 
ber  of  persons  employed  therein;  and 
further,  with  relation  to  the  number  of 
persons  so  employed,  the  total  of  em¬ 
ployed  persons  in  the  State  of  Montana, 
Cascade  County  and  Great  Falls. 

2.  To  determine  the  effect  that  grant 
here  would  have  upon  the  diversification 
and  competition  in  media  for  dissemi¬ 
nation  of  news  information. 

3.  To  obtain  full  information  with 
respect  to  Anaconda  Copper  Mining 
Company’s  ownership  and  control  of  the 
Fairmont  Corporation,  the  method  of 
exercising  such  control,  and  the  effect 
of  such  control  upon  the  policies  and 
operation  of  Fairmont. 

4.  To  obtain  full  information  with  re¬ 
spect  to  other  broadcast  interests,  if 
any,  held  by  the  Fairmont  Corporation, 
or  Anaconda  Copper  Mining  Company, 
or  any  of  their  respective  officers,  di¬ 
rectors  or  stockholders. 

5.  To  obtain  full  information  with 
respect  to  the  plans  of  the  Fairmont 
Corporation,  and  the  Anaconda  Copper 
Mining  Company,  for  staffling  Station 
KFBB,  its  plans  with  respect  to  the  sta¬ 
tion’s  programming,  and  all  other  plans 
and  arrangements  for  the  operation  of 
the  station. 

6.  To  determine  the  area  and  popula¬ 
tion  served  by  station  KFBB,  and  the 
stations  already  serving  the  area. 

7.  To  determine,  in  the  light  of  in¬ 
formation  adduced  under  the  foregoing 
Issues,  whether  a  grant  of  the  subject 
application  would  be  in  the  public 
interest. 

Federal  Communications 
Commission, 

[seal]  T.  J.  Slowie, 

Secretary. 

August  8,  1951. 

[F.  R.  Doc.  61-9730;  Filed.  Aug.  15,  1951; 
8:49  a.  m.] 


[Docket  Nos,  10031-10032] 
Paramount  Television  Productions,  Inc., 

ET  AL. 

ORDER  DESIGNATING  APPLICATION  FOR 
HEARING  ON  STATED  ISSUES 

In  the  matter  of  the  applications  of 
A.  Paramount  Television  Productions, 
Inc.,  for  licenses  to  cover  construction 
permits  for  television  stations:  KTLA, 
Hollywood,  California;  Remote  Pick-up 
Broadcast  stations  KA-5793.  KA-5794, 
KA-5795,  KA-5967,  KA-5966;  for  re¬ 
newal  of  licenses  of  television  pick-up 
stations:  KA-3436,  KA-4841,  KA-4842, 
and  Experimental  Television  broadcast 
station  KM2XBB,  Docket  No.  10031,  Fili 
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NOTICES 


Nos.  BLCT-84,  BLRE-987,  BLRE-988,  report  (Docket  9572)  establishing  Com-  4.  To  obtain  full  information  with  re- 
BLRE-989,  BLRE-915,  BLRE-914,  mission  policy  to  be  followed  In  the  spect  to  the  plans  of  the  applicants  for 

BRVB-136,  BRVB-169,  BRVB-177,  licensing  of  broadcast  stations  in  con-  the  staffing  and  programming  of  their 

BRVB-42 ;  and  Paramount  Pictures,  Inc.  .  nectlon  with  violations  by  applicants  of  broadcast  stations. 

(transferor),  Paramount  Pictures  Cor-  laws  of  the  United  States,  other  than  5.  To  determine  in  the  light  of  the 
poration  (transferee),  for  consent  to  the  Communications  Act  of  1934;  and  evicience  adduced  under  the  above  issues, 

transfer  of  control  of  Paramount  Tele-  that,  further,  in  the  light  of  the  prin-  whether  the  applicants,  their  officers 

vision  Productions,  Inc.,  Pile  No.  BTC-  ciples  enunciated  in  that  report,  the  stockholders  and  director,  are  qualified 

870.  Commission  cannot  at  this  time,  find  from  the  standpoint  of  character  and 

B.  Allen  B.  DuMont  Laboratories,  that  grants  of  the  above  applications  conduct  to  be  licensees,  and  whether 

Inc.,  for  licenses  to  cover  construction  for  renewal  of  licenses,  for  licenses  to  grant  of  the  above  applications  would 

permits  for;  Television  station  WDTV,  cover  construction  permits  and  for  modi-  he  in  the  nublic  interest  convenience 

Pittsburgh,  Pa.,  WTTG,  Washington,  fications  of  construction  permits,  are  in  and  necessity. 

D.  C.,  and  television  pick-up  Station  the  public  interest,  convenience  and  n  is  further  ordered  That  the  above 
KA-4447;  for  modification  of  construe-  necessity;  and  transfer  applications  be  heard  on  the 

tion  permits  for  experimental  television  It  further  appearing,  from  the  inf  or-  following  Issues: 

broadcast  Station  KE2XDR;  and  for  re-  mation  now  before  the  Commission,  1,  to  obtain  full  information  with  re¬ 
newal  of  licenses  of:  Television  Station  that,  despite  the  applicants’  character-  spect  to  the  participation  of  any  of  the 

WABD,  New  York,  New  York,  television  ization  of  the  above  applications  as  applicants,  their  officers,  directors,  stock- 

pick-up  Stations  KA-3431,  KA-3432,  applications  for  approval  of  “involun-  holders,  employees,  or’  agents,  in  any 

KA-4448,  KA-3433,  KA-3434;  remote  tary”  transfers  of  control,  the  actions  violations  of  either  Federal  or  State  anti¬ 
pick-up  broadcast  Station  4039;  experi-  taken  thereunder  were  voluntary  in  trust  laws,  the  extent  and  character  of 

mental  television  Stations  KE2XDN,  nature  and  were  taken  without  approval  gyeh  participation,  and  the  results  of 

KE2XDR;  television  intercity  relay  sta-  of  the  Commission  as  required  by  sec-  any  litigation  flowing  from  such  parti¬ 
tion  KCA — 61,  Docket  No.  10032,  File  Nos.  tions  310  (b)  and  319  (b)  of  the  Com—  cination  and  more  sneciflcallv  to  secure 

BLCT-26,BLCT-50,BLVB-277,BMPVB-  munlcations  Act  of  1934,  as  amended;  iXraatlon  aTt" 

279,  BRCrr-6,  BRVB-86,  BRVB-91,  and  a.  Whether  the  violations  committed 

BRVB— 178,  BRVB— 84,  BRVB — 87,  BRRE—  It  further  appearing,  that  the  Com-  were  willful  or  inadvertent. 

695,  BRVB— 29,  BRVB— 56,  BRVB — 133;  mission  cannot  at  this  time  determine,  h.  Whether  the  violations  were  com- 

and  Paramount  Pictures,  Inc.  (trans-  under  sections  310  (b)  and  319  (b)  of  mitted  over  a  long  period  of  time  or,  in 

feror).  Paramount  Pictures  Corporation  the  Communications  Act  of  1934,  as  terms  of  time,  were  isolated  events.  ’ 

(transferee),  for  consent  to  transfer  of  amended,  that  grants  of  the  aforesaid  q  whether  the  violations  were  recent, 

control  of  Allen  B.  DuA4ont  Laboratories^  applications  for  consent  to  transfers  of  fj  vuhBthGr  tho  violations  also  consti- 

Inc.;  Pile  No.  BTC-974.  control  would  be  in  the  pubUc  interest,  tuted  violations  of  sections  311  and  313 

C.  Balaban  &  Katz  Corporation,  for  convenience  and  necessity;  of  Communications  Act. 

licenses  to  cover  construction  permits  It  is  ordered,  Pursuant  to  sections  309  2.  To  obtain  full  information  as  to  the 

for:  Television  Station  WBKB,  Chicago,  (a),  310  (b)  and  319  (b)  of  the  Com-  terms  of  the  consent  decree  entered  by 

Illinois,  and  FM  Station  IVBIK,  Chicago,  munications  Act  of  1934,  as  amended.  Paramount  Pictures,  Inc.,  as  a  result  of 

Illinois;  for  modification  of  construction  that  all  of  the  above  applications  are  +he  decision  of  the  Suoreme  Court  of  the 

permit  for  Station  WBKB;  and  for  re-  designated  for  hearing  in  a  consolidated  united  States  in  U.  S.  v.  Paramount  Pic- 

newal  of  licenses  of  television  Station  proceeding  to  be  heard  at  Washington,  tures,  Inc.,  334  U.  S.  131,  and  as  to  the 

WBKB  and  television  pickup  Stations  D.  C.,  at  a  time  to  be  set  by  further  or-  steps  taken  by  Paramount  Pictures,  Inc. 

KA— 3428,  and  KA— 3429,  Docket  No.  10033,  der  of  the  Commission,  the  aforesaid  pursuant  thereto,  with  particular  refer- 

File  Nos.  BLCT— 43,  BLH— 573,  BMPCITT—  renewal,  license,  and  modification  ap-  ence  to  the  steps  taken  by  Paramount 

547,  BRCT-5.  BRVB-37,  BRVB-149;  and  plications  to  be  heard  upon  the  following  pictures,  Inc.,  to  properly  comply  with 

Paramount  Pictures,  Inc.  (transferor),  issues:  sections’ 310  (b)  and  319  (b)  of  the 

United  Paramount  Theatres,  Inc.  (trans-  1.  To  obtain  full  information  with  Communications  Act  of  1934,  as 

feree),  for  consent  to  transfer  of  con-  respect  to  the  participation  of  any  of  the  amended. 

trol  of  Balaban  &  Katz  Corporation;  File  applicants,  their  officers,  directors,  stock-  3,  xo  obtain  full  information  with  re- 

No.  BTC-865.  holders,  employees,  or  agents,  in  any  vio-  gpgct  to  all  the  facts  and  circumstances 

D.  Paramount  Pictures,  Inc.,  E.  V,  lations  of  either  Federal  or  State  anti-  surrounding  the  filing  of  the  aforesaid 

Richards,  Jr.  (transferors).  United  Para-  trust  laws,  the  extent  and  character  of  transfer  applications  on  December  22, 

mount  Theatres,  Inc.  (transferee),  for  such  participation,  and  the  results  of  any  i949  (andJuly  21,1950.byAllanB.Du- 

consent  to  transfer  of  control  of  WSMB,  litigation  flowing  from  such  participa-  Mont  Laboratories,  Inc;.),  and,  further, 

Inc.,  licensee  of  Stations  WSMB  and  tion  and  more  specifically  to  secure  in-  to  determine  whether  the  execution  of 

WSMB-FM,  New  Orleans,  Louisiana;  formation  as  to:  any  contracts,  agreements  or  under- 

Docket  No.  10034,  File  Nos.  BTC-866  and  a.  Whether  the  violations  committed  standings  entered  into  by  Paramount 
BTC-867.  were  willful  or  inadvertent.  Pictures,  Inc.,  relating  to  said  transfer 

At  a  session  of  the  Federal  Communi-  b.  Whether  the  violations  were  com-  applications  aforesaid  or  any  acts  per- 

cations  Commission  held  at  its  offices  mitted  over  a  long  period  of  time  or,  in  formed  pursuant  thereto,  w'ere  in  viola- 

in  Washington,  D.  C.,  on  the  8th  day  of  terms  of  time,  were  isolated  events.  tion  of  sections  310  (b)  and  319  (b)  of 

August  1951;  c.  Whether  the  violations  were  recent,  the  Communications  Act  of  1934,  as 

The  Commission  having  under  con-  d.  Whether  the  violations  also  consti-  amended,  or  in  violation  of  the  rules  and 

sideration  the  above  styled  applications  tuted  violations  of  sections  311  and  313  regulations  of  the  Commission  with  par- 

for  renewal  of  licenses,  licenses  to  cover  of  the  Communications  Act.  ticular  reference  to  §§  1.321,  1.342,  and 

construction  permits,  modification  of  2.  To  obtain  full  information  concern-  1.343  of  said  rules  and  regulations, 

construction  permits,  and  for  transfers  Ing  the  individual  or  individuals  respon-  4.  To  obtain  full  information  regard- 

of  control;  and  sible  for  the  formulation  of  the  appli-  Ing  the  properties  received  by  trans¬ 
it  appearing,  on  the  basis  of  informa-  cants,  present  business  policies  and  to  ferees.  Paramount  Pictures  Corporation 

tion  available  to  the  Commission,  that  determine  whether  tho.se  policies  as  for-  and  United  Paramount  Theatres,  Inc.,  as 

Param()unt  Pictures,  Inc.,  Paramount  mulated,  and  as  executed,  are  violative  a  result  of  the  dissolution  of  Paramount 

Television  Productions,  Inc.,  and  Bala-  of  Federal  or  State  anti-trust  laws.  Pictures,  Inc.,  the  consideration  paid 

ban  and  Katz  Corporation  have,  in  the  3.  To  obtain  full  information  with  re-  therefor,  and  the  terms  of  payment  of 

past,  engaged  in  violations  of  the  Fed-  spect  to  the  restrictions,  if  any,  imposed  such  consideration,  and  in  the  event  no 

eral  Anti-Trust  Laws  and  have  either  by  the  applicants  on  broadcast  stations  monetary  consideration  was  paid,  the 

been  finally  adjudicated  guilty  of  such  in  the  use  inter  alia  of  motion  picture  full  terms  of  the  transactions  resulting 

violations  by  courts  of  competent  juris-  films  or  stories  produced,  distributed,  or  in  the  acquisition  by  the  transferees  of 

diction  or  have  entered  into  consent  exhibited  by  the  applicants  or  restric-  the  properties  in  question, 

decrees  relating  to  such  violations;  and  tions  imposed  on  broadcast  stations  in  5.  To  determine  w'hether,  since  Janu- 

It  further  appearing,  that,  the  Com-  the  use  of  talent  under  contract  to  or  ary  1,  1950,  the  broadcast  facilities  li- 

mission,  on  March  29,  1951,  released  its  employed  by  the  applicants.  censed  to  Paramount  Pictures,  Inc.,  have 
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been  owned,  operated  or  controlled  by 
individuals  or  corporations  without  au¬ 
thorization  of  this  Commission  and  in 
violation  of  section  301  of  the  Commu¬ 
nications  Act. 

6.  To  obtain  full  information  with  re¬ 
spect  to  the  corporate  structure  of  trans¬ 
ferees,  Paramount  Pictures  Corporation 
and  United  Paramount  Theatres,  Inc., 
and  with  respect  to  the  legal,  technical, 
financial  and  other  qualifications  of  their 
oflBcers,  directors,  and  stockholders. 

7.  To  determine  the  policies  to  be  pur¬ 
sued  by  Paramount  Pictures  Corporation 
and  United  Paramount  Theatres,  Inc., 
in  the  operation  and  control  of  the 
broadcast  facilities  owned  by  them  or 
by  their  subsidiaries  and  to  obtain  full 
information  as  to  the  individual  or  in¬ 
dividuals  authorized  to  formulate  and 
execute  such  policies. 

8.  To  determine  the  relationship,  if 
any,  presently  existing  between  Para¬ 
mount  Pictures  Corporation  and  United 
Paramount  Theatres,  Inc.,  and  what  ar¬ 
rangements  have  or  will  be  made  between 
them  with  respect  to  the  production,  dis¬ 
tribution,  and  exhibition  or  restriction 
on  the  use  of  motion  picture  films,  sto¬ 
ries,  or  talent  through  the  medium  of 
either  motion  picture  theatres  or  tele¬ 
vision  broadcast  stations. 

9.  To  obtain  full  information  as  to  the 
ownership,  management,  and  control  of 
Allan  B.  DuMont  Laboratories,  Inc. 

10.  To  obtain  full  information  with 
respect  to  the  policies  and  plans  of  the 
transferees  relating  to  any  arrangements 
contemplated  for  the  televising  of  se¬ 
lected  programs  in  theatres  to  the  exclu¬ 
sion  of  other  outlets. 

11.  To  determine  in  the  light  of  the  evi¬ 
dence  adduced  under  the  above  issues, 
whether  the  applicants,  their  ofiBcers, 
stockholders  and  directors,  are  qualified 
from  the  standpoint  of  character  and 
conduct  to  be  licensees,  and  whether 
grant  of  the  above  applications  would  be 
in  the  public  interest,  convenience  and 
necessity. 

Released:  August  9,  1951. 

Federal  Communicaiions 
Commission, 

[seal]  T.  J.  Slowie, 

Secretary, 

(F.  R.  Doc.  51-9731;  Filed,  Aug.  15,  1951; 
8:49  a.  m.j 


INTERSTATE  COMMERCE 
COMMISSION 

[4th  Sec.  Application  26318] 

Various  Commodities  From  Illinois 
TO  Southern  Territory 

APPLICATION  for  RELIEF 

August  13,  1951. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Filed  by;  R.  G.  Raasch,  Agent,  for  car¬ 
riers  parties  to  his  tariffs  I.  C.  C.  Nos. 
620  and  699,  pursuant  to  fourth-section 
order  No.  9800. 


Commodities  involved;  Various  com¬ 
modities,  carloads. 

Prom:  Specified  points  in  Illinois. 

To:  Specified  points  in  southern  terri¬ 
tory. 

Grounds  for  relief:  Circuitous  routes. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission,  Rule  73,  persons  other  than  ap¬ 
plicants  should  fairly  disclose  their  in¬ 
terest,  and  the  position  they  intend  to 
take  at  the  hearing  with  respect  to  the 
application.  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  investi¬ 
gate  and  determine  the  matters  involved 
in  such  application  without  further  or 
formal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is 
found  to  be  necessary  before  the  expira¬ 
tion  of  the  15-day  period,  a  hearing,  upon 
a  request  filed  within  that  period,  may 
be  held  subsequently. 

By  the  Commission,  Division  2. 

[seal]  W.  P.  Bartel, 

Secretary. 

[F.  R.  Doc.  51-9724;  Filed,  Aug.  15,  1951; 

8:48  a.  m.] 


[4th  Sec.  Application  26319] 

Lard  and  Lard  Substitutes  From  Texas 

Points'  to  Kansas,  Oklahoma,  and 

Missouri 

APPLICATION  FOR  RELIEF 

August  13,  1951. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Filed  by:  D.  Q.  Marsh,  Agent,  for  car¬ 
riers  parties  to  his  tariff  I.  C.  C.  No, 
3588. 

Commodities  involved:  Lard,  lard 
compounds,  lard  substitutes,  and  vege¬ 
table  oils,  carloads. 

From:  Dallas,  Fort  Worth,  North  Fort 
Worth,  and  Sherman,  Tex. 

To:  Points  in  Kansas  and  Oklahoma, 
and  Joplin,  Mo. 

Grounds  for  relief:  Circuitous  routes. 

Schedules  filed  containing  proposed 
rates:  D.  Q.  Marsh’s  tariff  I.  C.  C.  No. 
3588,  Supp.  146. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission,  Rule  73,  persons  other  than  ap¬ 
plicants  should  fairly  disclose  their 
interest,  and  the  position  they  intend  to 
take  at  the  hearing  with  respect  to  the 
application.  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  investi¬ 
gate  and  determine  the  matters  involved 
in  such  application  without  further  or 
formal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is 
found  to  be  necessary  before  the  expira¬ 
tion  of  the  15 -day  period,  a  hearing. 


upon  a  request  filed  within  that  period, 
may  be  held  subsequently. 

By  the  Commission,  Division  2. 

[SEAL]  W.  P.  Bartel, 

Secretary. 

[F.  R.  Doc.  51-9725;  Filed,  Aug.  15,  1951; 
8:48  a.  m.] 


[4th  Sec.  Application  26320] 

Tall  Oil  From  Arkansas,  Louisiana,  and 
Texas  to  Hattiesburg,  Miss. 

application  for  relief 

August  13,  1951. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  application 
for  relief  from  the  long-and-short-haul 
provision  of  section  4  (1)  of  the  Inter¬ 
state  Commerce  Act. 

Filed  by:  D.  Q.  Marsh,  Agent,  for  car¬ 
riers  parties  to  his  tariffs  I.  C.  C.  Nos. 
3906,  3908,  and  3967. 

Commodities  involved :  Tall  oil,  crude 
(the  product  of  acidification  of  skim- 
mings  of  soda  or  sulphate  black  liquor), 
carloads. 

From;  Advance,  La.,  Houston,  Tex., 
and  other  specified  points  in  Arkansas, 
Louisiana,  and  Texas. 

To:  Hattiesburg,  Miss. 

Grounds  for  relief:  Circuitous  routes 
and  to  apply  over  short  tariff  routes  rates 
constructed  on  the  basis  of  the  short  line 
distance  formula. 

Schedules  filed  containing  proposed 
rates:  D.  Q.  Marsh’s  tariff  I.  C.  C.  No. 
3967,  Supp.  18;  D.  Q.  Marsh’s  tariff 
I.  C.  C.  No.  3908,  Supp.  66;  D.  Q.  Marsh’s 
tariff  I.  C.  C.  No.  3906,  Supp.  65. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission,  Rule  73,  persons  other  than  ap¬ 
plicants  should  fairly  disclose  their 
interest,  and  the  position  they  intend  to 
take  at  the  hearing  with  respect  to  the 
application.  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  investi¬ 
gate  and  determine  the  matters  involved 
in  such  application  without  further  or 
formal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is 
found  to  be  necessary  before  the  expira¬ 
tion  of  the  15-day  period,  a  hearing,  upon 
a  request  filed  within  that  period,  may 
be  held  subsequently. 

By  the  Commission,  Division  2. 

[seal]  W.  P.  Bartel, 

Secretary. 

[F.  R.  DOC.  51-9726;  Filed,  Aug.  15,  1951; 

8:48  a.  m.] 


[4th  Sec.  Application  26321] 

Glass  Rods  or  Tubing  From  Logan,  Ohio, 
to  BotvLiNG  Green,  Ky. 

application,  for  relief 

August  13,  1951. 

.The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica- 
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tion  for  relief  from  the  Icng-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Filed  by:  L.  C.  Schuldt,  Agent,  for  car¬ 
riers  parties  to  his  tariff  I.  C.  C.  No.  4200, 
pursuant  to  fourth-secticn  order  No. 
9800. 

Commodities  involved :  Rods  or  tubing, 
glass  (incandescent  electric  lamp  ma¬ 
terial),  carloads. 

From:  Logan.  Chio. 

To:  Bowling  Green,  Ky. 

Grounds  for  relief:  Circuitous  routes. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commis¬ 
sion  in  writing  so  to  do  within  15  days 
from  the  date  of  this  notice.  As  pro¬ 
vided  by  the  general  rules  of  practice  of 
the  Commission,  Rule  73.  persons  other 
than  applicants  should  fairly  disclose 
their  interest,  and  the  position  they  in¬ 
tend  to  take  at  the  hearing  with  respect 
to  the  application.  Otherwise  the  Com¬ 
mission,  in  its  discretion,  may  proceed 
to  investigate  and  determine  the  matters 
involved  in  such  application  without  fur¬ 
ther  or  formal  hearing.  If  because  of 
an  emergency  a  grant  of  temporary  re¬ 
lief  is  found  to  be  necessary  before  the 
expiration  of  the  15 -day  period,  a  hear¬ 
ing.  upon  a  request  filed  within  that 
period,  may  be  held  subsequently. 

By  the  Commission,  Division  2. 

[seal]  W.  P,  Bartel, 

Secretary. 

[P.  R.  Doc.  51-9727;  Filed,  Aug.  15,  19'1; 

8:43  a.  m.] 


SECURITIES  AND  EXCHANGE 
COMMISSION 

(File  No.  811-5061 
Special  Risks  Fund,  Inc. 

NOTICE  OF  APPLICATION 

At  a  regular  session  of  the  Securities 
and  Exchange  Commission,  held  at  its 
office  in  the  city  of  Washington,  D.  C., 
on  the  10th  day  of  August  A.  D.  1951. 

Notice  is  hereby  given  that  Special 
Risks  Fund,  Inc.  (Applicant)  has  filed 
an  application  pursuant  to  section  8  (f) 
of  the  Investment  Company  Act  of  1940 
for  an  order  of  the  Commission  declaring 
that  it  has  ceased  to  be  an  investment 
company  within  the  meaning  of  the  act. 

It  appears  from  the  application  that 
applicant  has  outstanding  only  2,384 
shares,  held  by  only  21  shareholders,  and 
is  not  making  and  does  not  presently 
propose  to  make  a  public  offering  of  its 
securities.  Section  3  (c)  (1)  of  the  act 
provides  that  any  issuer  whose  outstand¬ 
ing  securities  are  beneficially  owned  by 
not  more  than  100  persons  and  does  not 
presently  propose  to  make  a  public  offer¬ 
ing  of  its  securities  is  not  an  investment 
company  within  the  meaning  of  the  act. 

For  a  more  detailed  statement  of  the 
matters  of  fact  and  law  asserted,  all  per¬ 
sons  are  referred  to  said  application 
which  is  on  file  in  the  offices  of  the  Com¬ 
mission  in  Washington,  D.  C. 

Notice  is  further  given  that  an  order 
granting  the  application,  in  w’hole  or  in 
part  and  upon  such  conditions  as  the 
Commission  may  see  fit  to  impose,  may 


be  issued  by  the  Commission  at  any  time 
after  August  21,  1951,  unless  prior 
thereto  a  hearing  upon  the  application 
is  ordered  by  the  Commission,  as  pro¬ 
vided  in  Rule  N-5  of  the  rules  and  regu¬ 
lations  promulgated  under  the  act. 
Any  interested  persons  may,  not  later 
than  August  20,  1951,  at  5:30  p.  m.,  in 
writing  submit  to  the  Commission  his 
views  or  any  additional  facts  bearing 
upon  this  application  or  the  desirability 
of  a  hearing  thereon,  or  request  the 
Commission  in  writing  that  a  hearing 
be  held  thereon.  Any  such  communi¬ 
cation  or  request  should  be  addressed: 
Secretary,  Securities  and  Exchange 
Commission,  425  Second  Street  NW., 
Washington  25,  D.  C.,  and  should  state 
triefiy  the  nature  of  the  interest  of  the 
person  submitting  such  information  or 
requesting  a  hearing,  the  reasons  for 
such  request,  and  the  issues  of  fact  or 
law  raised  by  the  application  which  he 
desires  to  controvert. 

By  the  Commission. 

[SEAL]  Orval  L.  DuBois, 

Secretary. 

(r.  n.  Doc.  51-970e:  Filed,  Aug.  15,  1951; 

8:46  a.  m.] 


[File  No.  7C-2CC61 

CoLUM’^iA  Gas  System,  Inc.  and  Natural 
Gas  Co.  of  West  Vir.Gi.aA 

NOTICE  REGARDING  ISSUANCE  AND  SALE  CF 

NOTES  TO  PARENT  COMPANY  EY  SUB¬ 
SIDIARY 

At  a  regular  session  of  the  Securities 
and  Exchange  Commission,  held  at  its 
cffice  in  the  city  of  Washington,  D.  C., 
on  the  10th  day  of  August  A.  D.  1951. 

Notice  is  hereby  given  that  a  joint  ap¬ 
plication  has  been  filed  with  this  Com¬ 
mission  by  The  Columbia  Gas  System, 
Inc.  (“Columbia”),  a  registered  holding 
company,  and  its  subsidiary  company. 
Natural  Gas  Company  of  West  Virginia 
(“Natural  Gas”),  pursuant  to  the  Public 
Utility  Holding  Company  Act  of  1935. 
The  joint  applicants  have  designated 
sections  6  (b),  9  and  10  of  the  act  as  be¬ 
ing  applicable  to  the  proposed  transac¬ 
tions. 

All  interested  persons  are  referred  to 
said  application,  w'hich  is  on  file  in  the 
cffice  of  this  Commission,  for  a  state¬ 
ment  of  the  transactions  therein  pro¬ 
posed,  which  are  summarized  as  follow's : 

Natural  Gas  proposes  to  issue  and  sell 
and  Columbia  proposes  to  acquire,  from 
time  to  time,  prior  to  March  31,  1952, 
not  to  exceed  $600,000  principal  amount 
of  Natural  Gas’  unsecured  Installment 
Promissory  Notes.  Said  notes  would  be 
registered  and  the  principal  amounts 
thereof  are  to  be  payable  in  25  equal  an¬ 
nual  installments  on  February  15th  of 
each  of  the  years  1953  to  1977,  inclusive. 
The  unpaid  principal  amounts  of  such 
notes  would  bear  interest  at  the  rate  of 
3*4  percent  per  annum  payable  semi¬ 
annually  on  February  15th  and  August 
15th  of  each  year  during  the  time  the 
notes  are  outstanding.  The  proceeds 
from  the  sale  of  said  notes  would  be  use(i 
by  Natural  Gas  to  finance  a  part  of  its 
proposed  1951  construction  program. 


The  Joint  application  states  that  the 
Public  Service  Commission  of  the  State 
of  West  Virginia  has  jurisdiction  over 
the  proposed  issuance  and  sale  of  the 
said  3*/4  percent  notes  of  Natural  Gas. 

Notice  is  further  given  that  any  in¬ 
terested  person  may,  not  later  than 
August  27,  1951,  at  5:30  p.  m..  e.  d.  s.  t., 
request  the  Commission  in  writing  that 
a  hearing  be  held  on  such  matter,  stating 
the  reasons  for  such  request,  the  nature 
of  his  interest  and  the  issues  of  fact  or 
law  raised  by  such  application  which  he 
desires  to  controvert,  or  may  request 
that  he  be  notified  if  the  Commission 
should  order  a  hearing  thereon.  Any 
such  request  should  be  addressed:  Sec¬ 
retary,  Securities  and  Exchange  Com¬ 
mission,  425  Second  Street  NW.,  Wash¬ 
ington  25,  D.  C.  At  any  time  after 
August  27,  1951,  said  joint  application, 
as  filed  or  as  amended,  may  be  granted 
as  provided  in  Rule  U-23  of  the  rules 
and  regulations  promulgated  under  the 
act,  or  the  Commission  may  exempt  such 
transactions  as  provided  in  Rules  U-20 
(a)  and  U-100  thereof. 

By  the  Commission, 

[seal]  Orval  L.  DuBois, 

Secretary. 

[P.  R.  Doc.  51-9709;  Filed,  Aug.  15,  1£51; 

8:46  a.  m.] 


[File  No.  70-2683] 

Columbia  Gas  System,  Inc.  and  Manufac¬ 
turers  Light  and  Heat  Co. 

NOTICE  regarding  ISSUANCE  AND  SALE  OF 
NOTES  TO  PARENT  COMPANY  BY  SUBSIDIARY 

At  a  regular  session  of  the  Securities 
and  Exchange  Commission,  held  at  its 
office  in  the  city  of  Washington,  D.  C., 
on  the  10th  day  of  August  A.  D.  1951. 

Notice  is  hereby  given  that  a  joint 
application  has  been  filed  with  this  Com¬ 
mission  by  The  Columbia  Gas  System, 
Inc.  (“Columbia”),  a  registered  holding 
company,  and  its  subsidiary  company. 
The  Manufacturers  Light  and  Heat 
Company  (“Manufacturers”),  pursuant 
to  the  Public  Utility  Holding  Company 
Act  of  1935.  The  joint  applicants  have 
designated  sections  6  (b),  9  and  10  of 
the  act  as  being  applicable  to  the  pro¬ 
posed  transactions. 

All  interested  persons  are  referred  to 
said  application,  which  is  on  file  in  the 
office  of  this  Commission,  for  a  state¬ 
ment  of  the  transactions  therein  pro¬ 
posed,  which  are  summarized  as  follows: 

Manufacturers  proposes  to  issue  and 
sell  and  Columbia  proposes  to  acquire, 
from  time  to  time,  prior  to  March  31, 
1952,  not  to  exceed  $11,000,000  principal 
amount  of  Manufacturers’  unsecured  In¬ 
stallment  Promissory  Notes.  Said  notes 
w'ould  be  registered  and  the  principal 
amounts  thereof  are  to  be  payable  in  25 
equal  annual  installments  on  February 
15th  of  each  of  the  years  1953  to  1977, 
inclusive.  The  unpaid  principal  amounts 
on  such  notes  would  bear  interest  at  the 
rate  of  3  Vi  percent  per  annum,  payable 
semi-annually  on  February  15th  and  Au¬ 
gust  15th  of  each  year  during  the  time 
the  notes  are  outstanding.  The  pro¬ 
ceeds  from  the  sale  of  said  notes  would 
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be  used  by  Manufacturers  to  finance  a 
part  of  its  proposed  1951  construction 
program. 

The  joint  application  states  that  the 
Pennsylvania  Public  Utility  Commission 
has  jurisdiction  over  the  proposed  issu¬ 
ance  and  sale  of  the  said  3^4  percent 
notes  of  Manufacturers. 

Notice  is  further  given  that  any  in¬ 
terested  person  may,  not  later  than  Au¬ 
gust  24,  1951,  at  5:30  p.  m.,  e.  d.  s.  t.. 
request  the  Commission  in  writing  that 
a  hearing  be  held  on  such  matter,  stat¬ 
ing  the  reasons  for  such  request,  the 
nature  of  his  interest  and  the  issues  of 
fact  or  law  raised  by  such  application 
which  he  desires  to  controvert,  or  may 
request  that  he  be  notified  if  the  Com¬ 
mission  should  order  a  hearing  thereon. 
Any  such  request  should  be  addressed: 
Secretary,  Securities  and  Exchange 
Commission,  425  Second  Street  NW., 
Washington  25,  D.  C.  At  any  time  after 
August  24,  1951,  said  joint  application, 
as  filed  or  as  amended,  may  be  granted 
as  provided  in  Rule  U-23  of  the  rules 
and  regulations  promulgated  under  the 
act,  or  the  Commission  may  exempt  such 
transactions  as  provided  in  Rules  U-20 
(a)  and  U-100  thereof. 

By  the  Commission. 

[seal]  Orval  L.  DuBois, 

Secretary. 

[F.  R.  Doc.  51-9710;  Filed,  Aug.  15,  1951; 

8:46  a.  tn.] 


(File  No.  812-7371 
Pennroad  Corp. 

ORDER  granting  EXEMPTION  APPLICATION 

At  a  regular  session  of  the  Securities 
and  Exchange  Commission,  held  at  its 
office  in  the  city  of  Washington,  D.  C., 
on  the  10th  day  of  August  A.  D.  1951. 

The  Pennroad  Corporation  (Penn¬ 
road)  has  filed  an  application  pursuant 
to  sections  6  (c),  10  (f),  and  17  (b)  of 
the  Investment  Company  Act  of  1940  for 
an  order  granting  exemption  from  the 
provisions  of  sections  10  (f)  and  17  (a) 
of  said  act  for  the  acquisition  by  Penn¬ 
road  of  50  shares  of  4  Percent  Cumula¬ 
tive  Second  Preferred  Stock,  $100  par 
value,  of  Charles  Pfizer  &  Co.,  Inc.  from 
Riter  &  Co.,  as  well  as  for  the  acquisition 
of  500  shares  of  said  stock  from  Morgan 
Stanley  &  Co.,  and  to  permit  Pennroad 
to  acquire  800  shares  of  said  stock  from 
Kuhn,  Loeb  &  Co.,  all  at  the  public  offer¬ 
ing  price  of  $101.50. 

Pennroad  is  a  closed  end,  non-diversi- 
fied,  management  company  registered 
under  the  Investment  Company  Act  of 
1940.  Due  to  a  misunderstanding  of  the 
requirements  of  the  act,  Pennroad  failed 
to  apply  for  an  exemption  from  the  act 
in  connection  with  the  purchases  from 
Riter  &  Co.  and  Morgan  Stanley  &  Co. 
Evidence  has  been  submitted  to  show 
that  the  application  is  in  the  interest  of 
Pennroad  and  its  stockholders;  that  the 
market  price  of  the  stock  has  advanced 
since  the  purchase  thereof;  that  the 
terms  of  the  purchases,  including  the 
consideration,  are  fair  and  do  not  involve 
overreaching  on  the  part  of  anyone  con¬ 
cerned;  that  the  transactions  are  con¬ 


sistent  with  Pennroad’s  policy  as  recited 
in  its  registration  statement  and  with 
the  general  purposes  of  the  act ;  and  that 
the  exemptions  sought  are  consistent 
with  the  protection  of  investors. 

Notice  of  the  filing  of  said  applica¬ 
tion  w'as  duly  given  in  the  manner  and 
form  prescribed  in  Rule  N-5  under  the 
act,  and  the  Commission  has  not  re¬ 
ceived  a  request  for  a  hearing  within  the 
period  specified  in  such  notice.  A  hear¬ 
ing  does  not  appear  necessary  or  ap¬ 
propriate  in  the  public  interest  or  for 
the  protection  of  investors. 

Wherefore,  the  Commission  having 
considered  the  application,  finds  that  the 
terms  of  the  proposed  transaction,  in¬ 
cluding  the  consideration  to  be  paid  or 
received,  are  reasonable  and  fair  and  do 
not  involve  over-reaching  on  the  part 
of  any  persons  concerned;  that  the  pro¬ 
posed  transaction  is  consistent  with  the 
policy  of  The  Pennroad  Corporation  as 
recited  in  its  registration  statement  and 
reports  filed  under  the  act;  that  the  pro¬ 
posed  transaction  is  consistent  with  the 
general  purposes  of  the  act,  and  with  the 
protection  of  investors. 

It  is  ordered,  therefore,  That  the 
transactions  involving  the  purchase  by 
Pennroad  of  50  shares  of  4  Percent 
Cumulative  Second  Preferred  Stock,  $100 
par  value,  from  Riter  &  Co.,  500  shares 
of  said  stock  from  Morgan  Stanley  & 
Co.,  and  the  proposed  transaction  in¬ 
volving  the  purchase  by  Pennroad  of  800 
shares  of  said  stock  from  Kuhn,  Loeb  & 
Co.  be  and  the  same  hereby  are  exempted 
from  the  provisions  of  sections  10  (f)  and 
17  (a)  of  the  Investment  Company  Act 
of  1940. 

By  the  Commission. 

[SEAL]  NELLYE  a.  THORSEN, 

Assistant  Secretary. 

[F.  R.  Doc.  51-9711;  Filed,  Aug.  15,  19C1; 

8:47  a.  m.J 


[File  No.  70-2682] 

Columbia  Gas  System,  Inc.,  and 
Home  Gas  Co. 

NOTICE  regarding  ISSUANCE  AND  SALE  OP 
NOTES  TO  PARENT  COMPANY  BY  SUBSIDIARY 

At  a  regular  session  of  the  Securities 
and  Exchange  Commission,  held  at  its 
office  in  the  city  of  Washington,  D.  C., 
on  the  10th  day  of  August  A.  D.  1951. 

Notice  is  hereby  given  that  a  joint 
application  has  been  filed  with  this  Com¬ 
mission  by  The  Columbia  Gas  System, 
Inc.  (“Columbia”),  a  registered  holding 
company,  and  its  subsidiary  company. 
Home  Gas  Company  (“Home”),  pursu¬ 
ant  to  the  Public  Utility  Holding  Com¬ 
pany  Act  of  1935.  The  joint  applicants 
have  designated  sections  6  (b),  9  and  10 
of  the  act  as  being  applicable  to  the  pro¬ 
posed  transactions. 

All  interested  persons  are  referred  to 
said  application,  which  is  on  file  in  the 
office  of  this  Commission,  for  a  state¬ 
ment  of  the  transactions  therein  pro¬ 
posed,  which  are  summarized  as  follows: 

Home  proposes  to  issue  and  sell  anci 
Columbia  proposes  to  acquire,  from  time 
to  time,  prior  to  March  31,  1952,  not  to 
exceed  $1,100,000  principal  amount  of 


Home’s  unsecured  Installment  Promis¬ 
sory  Notes.  Said  notes  would  be  regis¬ 
tered  and  the  principal  amounts  thereof 
are  to  be  payable  in  25  equal  annual  in¬ 
stallments  on  February  15th  of  each  of 
the  years  1953  to  1977,  inclusive.  The 
unpaid  principal  amounts  of  such  notes 
would  bear  interest  at  the  rate  of  3^4 
percent  per  annum,  payable  semiannu¬ 
ally  on  February  15th  and  August  15th 
of  each  year  during  the  time  the  notes 
are  outstanding.  The  proceeds  from  the 
sale  of  said  notes  would  be  used  by  Home 
to  finance  a  part  of  its  proposed  1951 
construction  program. 

The  joint  application  states  that  the 
Public  Service  Commission  of  the  State 
of  New  York  has  jurisdiction  over  the 
proposed  issuance  and  sale  of  the  said 
3  Vi  percent  notes  of  Home. 

Notice  is  further  given  that  any  in¬ 
terested  person  may,  not  later  than 
August  24,  1951,  at  5:30  p.  m.,  e.  d.  s.  t., 
request  the  Commission  in  w'riting  that 
a  hearing  be  held  on  such  matter,  stating 
the  reasons  for  such  request,  the  nature 
of  his  interest  and  the  issues  of  fact  or 
law  raised  by  such  application  which  he 
desires  to  controvert,  or  may  request  that 
he  be  notified  if  the  Commission  should 
order  a  hearing  thereon.  Any  such  re¬ 
quest  should  be  addressed:  Secretary, 
Securities  and  Exchange  Commission, 
425  Second  Street  NW.,  Washington  25, 
D.  C.  At  any  time  after  August  24, 1951, 
said  joint  application,  as  filed  or  as 
amended,  may  be  granted  as  provided  in 
Rule  U-23  of  the  rules  and  regulations 
promulgated  under  the  act,  or  the  Com¬ 
mission  may  exempt  such  transactions 
as  provided  in  Rules  U-20  (a)  and  U-100 
thereof. 

By  the  Commission. 

[seal]  Orval  L.  DuBois, 

Secretary. 

[F.  R.  Doc.  51-9712;  Filed.  Aug.  15,  1951; 

8:47  a.  m.] 


DEPARTMENT  OF  JUSTICE 

Office  of  Alien  Property 

Authority:  40  Stat.  411,  65  Stat.  839,  Pub. 
Laws  322,  671,  79th  Cong.,  60  Stat.  50.  925;  50 
U.  S.  C.  and  Supp.  App.  1,  616;  E.  O.  9193, 
July  6,  1942,  3  CFR,  Cum.  Supp.,  E.  O.  9567, 
June  8.  1945,  3  CFR,  1945  Supp.,  E.  O.  9788, 
Oct.  14.  1946,  11  P.  R.  11981. 

[Vesting  Order  18295] 

Bertha  S.  Hunnewell 

In  re :  Trust  under  the  will  of  Bertha 
S.  Hunnewell,  deceased.  D-28-10637- 
G-1. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended.  Exec¬ 
utive  Order  9193,  as  amended,  and 
Executive  Order  9788,  and  pursuant  to 
law,  after  investigation,  it  is  hereby 
found ; 

1.  That  Emmy  Schmidt,  whose  last 
known  address  is  Germany,  is  a  resident 
of  Germany  and  a  national  of  a  desig¬ 
nated  enemy  country  (Germany) ; 

2.  That  all  right,  title,  interest  and 
claim  of  any  kind  or  character  what¬ 
soever  of  the  person  named  in  subpara¬ 
graph  1  hereof,  in  and  to  all  funds  aris¬ 
ing  from  the  trust  created  under  the 
will  of  Bertha  S.  Hunnewell,  deceased. 
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Is  property  payable  or  deliverable  to,  or 
claimed  by,  the  aforesaid  national  of  a 
designated  enemy  country  (Germany); 

3.  That  such  property  is  in  the  pro¬ 
cess  of  administration  by  Prank  H. 
Theall,  trustee,  acting  under  the  judicial 
supervision  of  the  Probate  Court,  Suf¬ 
folk  County,  Boston,  Massachusetts; 


and  it  is  hereby  determined: 

4.  That  to  the  extent  that  the  person 
named  in  subparagraph  1  hereof  is  not 
within  a  designated  enemy  country,  the 
national  interest  of  the  United  States 
requires  that  such  person  be  treated  as  a 
national  of  a  designated  enemy  country 
(Germany). 

All  determinations  and  all  action  re¬ 
quired  by  law,  including  appropriate  con¬ 
sultation  and  certification,  having  been 
made  and  taken,  and,  it  being  deemed 
necessary  in  the  national  interest. 

There  is  hereby  vested  in  the  Attor¬ 
ney  General  of  the  United  States  the 
property  described  above,  to  be  held, 
used,  administered,  liquidated,  sold  or 
otherwise  dealt  with  in  the  interest  of 
and  for  the  benefit  of  the  United  States. 

The  terms  “national”  and  “designated 
enemy  country”  as  used  herein  shall  have 
the  meanings  prescribed  in  section  10  of 
Executive  Order  9193,  as  amended. 


Executed  at  Washington,  D.  C.,  on 
August  10,  1951. 


For  the  Attorney  General. 


[seal] 


Paul  V.  Myron, 
Deputy  Director, 
Office  of  Alien  Property. 


(F.  R.  Doc.  51-9677;  Filed.  Aug.  14,  1951; 
8:53  a.  m.] 


(Vesting  Order  18296] 
Harry  H.  Kunnewell  et  al. 


NOTICES 


Hunnewell,  grantor,  and  Hollis  H.  Shaw 
and  Frank  A.  Theall,  as  trustees,  is  prop¬ 
erty  within  the  United  States  owned  or 
controlled  by,  payable  or  deliverable  to, 
held  on  behalf  of  or  on  account  of,  or 
owing  to,  or  which  is  evidence  of  owner¬ 
ship  or  control  by,  the  aforesaid  na¬ 
tionals  of  a  designated  enemy  country 
(Germany) ; 


and  it  is  hereby  determined: 

3.  That  to  the  extent  that  the  person 
identified  in  subparagraph  1  hereof  is 
not  within  a  designated  enemy  country, 
the  national  interest  of  the  United  States 
requires  that  such  person  be  treated  as 
a  national  of  a  designated  enemy  coun¬ 
try  (Germany). 

All  determinations  and  all  action  re¬ 
quired  by  law,  including  appropriate  con¬ 
sultation  and  certification,  having  been 
made  and  taken,  and  it  being  deemed 
necessary  in  the  national  interest. 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  property 
described  above,  to  be  held,  used,  ad¬ 
ministered,  liquidated,  sold  or  otherwise 
dealt  with  in  the  interest  of  and  for  the 
benefit  of  the  United  States. 

The  terms  “national”  and  “designated 
enemy  country”  as  used  herein  shall  have 
the  meanings  prescribed  in  section  10  of 
Executive  Order  9193,  as  amended. 


Executed  at  Washington,  D.  C.,  on 
August  10,  1951. 

For  the  Attorney  General. 

[SEAL]  Paul  V.  Myron, 

Deputy  Director, 
Office  of  Alien  Property. 


[F.  R.  Doc.  51-9678;  Filed,  Aug.  14,  1951; 
8:53  a.  m.] 


[Vesting  Order  18297] 


In  re:  Trust  agreement  dated  May  2, 
1927,  between  Harry  H.  Hunnewell  of 
Coronada,  California,  grantor  and  Hollis 
H.  Shaw  of  Brookline,  Massachusetts, 
and  Frank  A.  Theall  of  Boston,  Massa¬ 
chusetts,  trustees,  as  amended  by  amend¬ 
ment  dated  February  8,  1933.  File  No. 
F-28-10636-G-1. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act.  as  amended.  Exec¬ 
utive  Order  9193,  as  amended,  and  Ex¬ 
ecutive  Order  9788,  and  pursuant  to  law, 
after  investigation,  it  is  hereby  found: 

1.  That  Emmy  Schmidt,  whose  last 
known  address  is  Germany,  is  a  resident 
of  Germany  and  a  national  of  a  desig¬ 
nated  enemy  country  (Germany) ; 

2.  That  all  right,  title,  interest  and 
claim  of  any  kind  or  character  whatso¬ 
ever  of  the  person  named  in  subpara¬ 
graph  1  hereof,  in  and  to  and  arising  out 
of  or  under  that  certain  trust  agreement 
dated  May  2,  1927,  and  amended  Febru¬ 
ary  8,  1933,  by  and  between  Harry  H. 


Emmy  Schmidt  and  Frank  A.  Theall 


United  States  owned  or  controlled  by, 
payable  or  deliverable  to,  held  on  behalf 
of  or  on  account  of,  or  owing  to,  or 
which  is  evidence  of  ownership  or  con- 
trol  by,  the  aforesaid  national  of  a  des¬ 
ignated  enemy  country  (Germany) ; 

and  it  is  hereby  determined: 

3.  That  to  the  extent  that  the  person 
identified  in  subparagraph  1  hereof  is 
not  within  a  designated  enemy  country, 
the  national  interest  of  the  United 
States  requires  that  such  person  be 
treated  as  a  national  of  a  designated 
enemy  country  (Germany). 

All  determinations  and  all  action  re¬ 
quired  by  law,  including  appropriate 
consultation  and  certification,  having 
been  made  and  taken,  and,  it  being 
deemed  necessary  in  the  national  in¬ 
terest. 

There  is  hereby  vested  in  the  Attorney 
General  of  the  United  States  the  prop¬ 
erty  described  above,  to  be  held,  used, 
administered,  liquidated,  sold  or  other¬ 
wise  dealt  with  in  the  interest  of  and 
for  the  benefit  of  the  United  States. 

The  terms  “national”  and  “designated 
enemy  country”  as  used  herein  shall 
have  the  meanings  prescribed  in  section 
10  of  Executive  Order  9193,  as  amended. 


Executed  at  Washington,  D.  C.,  on 
August  10,  1951. 


For  the  Attorney  General. 

[seal]  Paul  V.  Myron, 

Deputy  Director, 
Office  of  Alien  Property. 


(F.  R.  Doc.  61-9679;  Filed,  Aug.  14,  1951; 
8:53  a.  m.j 


Marie  Jessacher 


NOTICE  OF  intention  TO  RETURN 
VESTED  PROPERTY 


In  re:  Trust  under  indenture  dated 
May  29,  1939,  between  Emmy  Schmidt, 
grantor,  and  Frank  A.  Theall,  trustee,  as 
amended,  by  amendment  dated  July  23, 
1951.  F-28-8649-G-1. 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended.  Ex¬ 
ecutive  Order  9193,  as  amended,  and  Ex¬ 
ecutive  Order  9788,  and  pursuant  to  law, 
after  investigation,  it  is  hereby  found: 

1.  That  Emmy  Schmidt,  whose  last 
known  address  is  Germany,  is  a  resident 
of  Germany  and  a  national  of  a  desig¬ 
nated  enemy  country  (Germany) ; 

2.  That  all  right,  title,  interest  and 
claim  of  any  kind  or  character  whatso¬ 
ever  of  the  person  named  in  subpara¬ 
graph  1  hereof,  in  and  to  and  arising  out 
of  or  under  that  certain  trust  under 
indenture  dated  May  29,  1939,  and 
amended  July  23,  1951,  by  and  between 
Emmy  Schmidt,  grantor,  and  Frank  A. 
Theall,  trustee,  is  property  within  the 


Pursuant  to  section  32  (f )  of  the  Trad¬ 
ing  With  the  Enemy  Act,  as  amended, 
notice  is  hereby  given  of  intention  to 
return,  on  or  after  30  days  from  the  date 
of  the  publication  hereof,  the  following 
property,  subject  to  any  increase  or  de¬ 
crease  resulting  from  the  administration 
thereof  prior  to  return,  and  after  ade¬ 
quate  provision  for  taxes  and  conserva¬ 
tory  expenses: 

Claimant,  Property,  and  Location 


For  the  Attorney  General. 


Itfi 


Executed  at  Washington,  D.  C.,  on 
August  6,  1951. 


Marie  Jessacher,  Salzburg,  Austria;  Claim 
No.  42278;  $1,390.06  iu  the  Treasury  of  the 
United  States. 


[seal]  Harold  I.  Baynton, 
Assistant  Attorney  General, 
Director,  Office  of  Alien  Property. 

[F.  R.  Doc.  61-9680;  Filed,  Aug.  14,  1951; 
8:53  a.  m.] 


